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PREFACE 

In  January,  1906,  Mr.  Herman  A.  Metz  assumed 
responsibility  for  the  administration  of  the  depart- 
ment of  finance  of  the  City  of  New  York,  one  of  the 
duties  of  which  was  to  "prescribe  the  forms  of  keep- 
ing and  rendering  all  city  accounts".  The  first  year 
of  the  official  term  of  the  comptroller  was  employed 
in  getting  in  touch  with  the  problem.  During  the 
remaining  three  years  of  his  administration  Mr. 
Metz  not  only  utilized  the  resources  of  his  office  for 
doing  constructive  work,  but  also  invited  and  ob- 
tained the  active  cooperation  of  the  Bureau  of  Mu- 
nicipal Research.  Among  the  concrete  results  of 
this  cooperation  was  the  preparation  of  a  "Manual 
of  Accounting  and  Business  Procedure  for  the  City 
of  New  York" — a  volume  of  some  600  quarto  pages. 
This  was  promulgated  by  the  comptroller  as  an 
executive  order  under  authority  of  law.  The  ad- 
ministrative purpose  of  this  manual  as  set  forth  in 
the  introduction  was : 

1  To  describe  definitely  the  forms  of  documents 
to  be  used  and  the  procedure  to  be  followed 
by  employees  of  the  city,  to  the  end  that  re- 
sponsibility may  be  located    for    each    step 
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taken  in  each  transaction  resulting  in  the  re- 
ceipt and  payment  of  money,  the  acquisition 
and  sale  of  property,  and  the  incurring  and 
liquidating  of  liabilities 

2  To  establish  and  place  in  the  hands  of  employees 

a  manual  containing  definite  rules,  departures 
from  which,  in  the  administration  of  the  city's 
affairs,   may  be  treated  as  breaches  of  duty 

3  To  require  those   making  any   change  in  cor- 

porate practice  to  state  such  change  in  writ- 
ing, and  to  assume  official  responsibility  there- 
for 

4  To  make  available  to  each  one  who  has  business 

dealings  with  the  city  the  means  of  knowing 
the  technical  requirements  and  of  understand- 
ing his  rights 

5  To  establish  a  procedure  which  will  make  avail- 

able to  the  public  a  definite  test  of  economy, 
efficiency  and  fidelity  of  service. 
After  four  years  of  public  service  Mr.  Metz  re- 
tired in  order  that  he  might  give  needed  attention 
to  his  private  affairs.  He  continued  his  interest  in 
public  business  methods,  however,  and,  as  a  means 
of  making  everywhere  available  the  experience  of 
New  York  and  other  municipalities,  gave  to  the 
Bureau  of  Municipal  Research  a  fund,  $10,000  of 
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which  was  to  be  made  available  each  year  for  a  period 
of   three   years. 

Many  inquiries  came  to  the  Bureau  about  the 
New  York  installation.  It  was  therefore  thought 
desirable  to  summarize  the  principles  underlying 
the  practice  and  procedure  set  forth  in  detail  in  the 
New  York  Manual  and  to  state  these,  so  far  as 
practicable,  in  non-technical  language.  This  sum- 
marization has  appeared  from  time  to  time  in  the 
publications  of  the  Metz  Fund  under  the  title  of 
"Short  Talks  on  Municipal  Accounting  and  Report- 
ing". These  "Talks"  were  prepared  by  Mr.  Ulysses 
L.  Leonhauser,  C.  P.  A.,  secretary  of  the  Fund 
from  April,  1911,  to  August,  1912,  who  for  more 
than  two  years  had  been  the  head  of  the  New  York 
comptroller's  expert  staff.  These  "Talks"  were  sent 
to  the  mayors  and  accounting  officers  of  about  325 
American  cities,  to  commercial  organizations,  and  to 
public-spirited  men  the  country  over.  Many  grate- 
ful acknowledgments  of  their  suggestions  have  been 
received  by  the  Bureau. 

To  make  the  data  and  experience  thus  collected 
permanently  available  the  text  and  forms  have  been 
adapted  to  suit  this  new  form  of  presentation  and 
are  now  published  as  a  handbook  of  municipal  ac- 
counting.    This  book  does  not  treat  in  detail  the 
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full  mnge  of  accounting  subjects,  but  touches  upon 
most  of  them,  and  indicates  a  method  for  their  treat- 
ment. 

Citv  officials,  however,  need  no  longer  feel  entirely 
dependent  on  handbooks  for  suggestions  and  guid- 
ance pertaining  to  accounting  and  reporting  prac- 
tice. The  work  which  is  now  being  done  in  the  ac- 
counting and  statistical  offices  of  New  York,  Phila- 
delphia, and  a  number  of  other  cities,  large  and 
small,  will  increasingly  serve  to  illustrate  in  a  prac- 
tical way  to  every  inquiring  municipal  official  how 
a  city's  business  may  be  intelligently  considered. 
With  these  practical  demonstrations  to  guide  them 
there  is  no  reason  why  every  city  in  the  nation  may 
not  develop  the  means  for  prompt,  accurate,  and 
complete  reporting  of  facts  and  for  establishing 
exact   standards   of  administrative  efficiency. 

The  Metz  Fund,  Bureau  of  Municipal  Research, 
261  Broadway,  New  York,  welcomes  inquiries  and 
suggestions  regarding  any  of  the  subjects  discussed 
in  this  volimie. 

William  H.  Allen, 
Henry  Bbuere, 
Frederick  A.  Cleveland, 

Directors 
BUREAU   OF    MUNICIPAL    RESEARCH. 
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INTRODUCTION 

The  function  of  accounting  is  to  produce  com- 
plete, accurate,  and  prompt  information  about  busi- 
ness transactions  and  results.  To  do  this,  some 
method  must  be  employed  which  will  insure  com- 
pleteness, accuracy,  and  promptness.  One  of  the 
ends  also  to  be  reached  is  to  locate  responsibility  for 
waste,  inefficiency,  and  infidelity;  another  is  to  make 
and  preserve  the  evidence  of  efficiency  and  proper 
regard  for  the  duties  and  responsibilities  of  office. 
To  do  this  requires  that  each  act  be  recorded  in 
such  manner  that  the  evidence  may  be  preserved; 
that  the  many  facts  be  analyzed  and  summarized  so 
that  their  significance  may  be  readily  understood; 
that  the  results  be  promptly  reported;  that  the 
forms  of  report  be  such  that  each  subject  of  immedi- 
ate concern  may  be  brought  to  the  attention  of  the 
officer  or  the  public ;  and  that  further  means  be  pro- 
vided for  knowing  whether  the  information  thus 
made  available  is  acted  upon.  That  is,  the  record 
should  provide  the  evidence  needed  to  enforce  re- 
sponsibility, and  the  report  should  provide  the  in- 
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formation  required  for  institutional  direction  and 
control.  In  addition  the  public  should  have  the 
means  for  knowing  whether  the  information  pro- 
vided is  effectively  used. 

In  private  affairs  accounting  records  are  used  not 
only  for  the  purpose  of  providing  the  data  for  think- 
ing about  the  business  in  hand,  but  also  for  future 
guidance,  that  is,  for  the  development  of  plans  and 
the  determination  of  policies.  Municipal  accounting 
should  serve  both  of  these  ends.  The  differences  be- 
tween private  and  public  accounting  are  not  differ- 
ences in  purpose  or  differences  in  method;  they  are 
differences  in  the  subjects  concerning  which  infor- 
mation is  needed. 

The  city  in  this  country  rarely  engages  in  business 
for  profit  to  the  corporation ;  in  so  far  as  its  pur- 
pose has  to  do  with  economic  benefits  these  are  for 
the  public  as  a  whole.  The  government  as  a  cor- 
poration exists  to  render  service  at  cost.  In  most 
instances,  therefore,  it  is  neither  necessary  nor 
proper  that  the  city  should  keep  a  "profit  and  loss" 
account  for  the  information  of  the  officer  or  the 
public.  On  the  other  hand,  due  to  the  closer  scru- 
tiny which  is  usually  given  by  a  majority  of  share- 
holders to  the  affairs  of  private  corporations  and 
the  relatively  small  concern  of  the  public  in  their 
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management  and  control,  officers  of  private  corpora- 
tions have  imposed  on  them  relatively  few  legal  limi- 
tations with  respect  to  the  use  of  funds.  Expendi- 
tures are  not  governed  by  formal  acts  of  appropria- 
tion ;  except  in  these  few  cases,  therefore,  it  is  not 
necessary  that  the  private  corporation  shall  keep 
"appropriation"  accounts. 

The  fact  that  the  public  corporation  does  not 
need  a  "profit  and  loss"  account,  or  that  the  private 
corporation  does  not  need  "appropriation"  accounts, 
however,  goes  only  to  the  subjects  concerning  which 
information  is  needed;  it  has  nothing  to  do  with  the 
general  purpose  or  the  methods  of  keeping  accounts. 
In  each  case  the  purpose  of  accounting  and  report- 
ing is  to  provide  the  information  which  is  needed  to 
carry  on  the  business ;  in  each  case  the  method  must 
be  one  which  will  protect  the  officer  and  the  bene- 
ficiary against  incompleteness,  inaccuracy  of  reports, 
and  delay  in  making  facts  available.  For  both  pri- 
vate and  public  institutions  the  principles  which 
govern  the  technique  of  accounting  are  the  same. 

As  has  been  said,  the  differences  are  found  in  the 
subjects  concerning  which  information  is  required, 
that  is,  in  the  stories  to  be  told  about  the  many  de- 
tails of  business,  in  order  that  their  real  significance 
may  be  quickly  grasped  and  acted  on.     But  differ- 
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CBces  maj  also  be  found  in  the  accounts  kept  or  the 
stories  told  about  each  differoit  institution,  whether 
public  or  private-  Whether  public  or  private,  the 
classification  of  the  accounts  and  reports  must  neces- 
sarilj  correspond  with  the  subjects  concerning 
which  those  charged  with  resj)onsibility  are  required 
to  think  and  act — ^the  subjects  of  account  or  the 
stories  to  be  r^alarlj  told  to  the  officer  and  to  the 
public  must  be  determined  by  the  character  of  the 
enterprise. 

So  nmch  confusion  has  been  caused  bj  statements 
made  to  the  effect  that  public  and  private  accounts 
•*are  entirely  different*',  that  it  is  thought  well  at 
the  very  outset  to  make  plain  just  what  these  dif- 
ferences are  and  in  what  respect  they  affect  meth- 
ods. For  a  point  of  departure,  it  may  be  said  that 
there  is  scarcely  a  function  or  activity  of  a  mumci- 
pality  that  may  not  and  has  not  been  performed  by 
a  private  corporation.  For  example,  in  one  city  the 
entire  school  system  may  be  private;  in  another  the 
water  system  may  be  private.  In  a  third  city  the 
garbage  may  be  removed  by  a  private  corporation  or 
person.  So,  too,  street  sprinkling,  street  sweeping, 
hospitals,  dinics, — practically  every  undertaking  of 
a  municipality  may  be  operated  privately.  Cven  the 
levying  and  collection  of  taxes  and  the  payment  of 
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obligations  of  a  municipality  may  be  performed  by 
private  companies ;  in  fact,  at  one  time  this  was  the 
common  method.  Apply  a  parallel  to  any  one  of 
these  many  enterprises;  set  up  the  subjects  of  inter- 
est in  parallel  columns ;  the  result  would  be  as  fol- 
lows : 


The    Public    Corporation 

1  Powers — determined  by  the 

State  in  charter  or  gen- 
eral   law 

2  Beneficiaries  —  called    citi- 

zens * 

3  Board— elected   by  benefi- 

ciaries 

4  Officers — elected    by    bene- 

ficiaries or  board 

5  Electors — voting    trust    or 

electorate  * 

6  Capital — raised      by      bor- 

rowing or  by  involun- 
tary contribution  (tax- 
ation) 

7  Current    revenues — by    di- 

rect charge  for  specific 
services  to  individuals 
or    indirect     charge     by 


The  Private  Corporation 

1  Powers — determined  by  the 

State  in  charter  or  gen- 
eral law 

2  Beneficiaries — called  «/tar#- 

holders  * 

3  Board — elected    by   benefi- 

ciaries 

4  Officers — elected    by    bene- 

ficiaries or  board 

5  Electors — voting    trust    or 

shareholders  * 

6  Capital  —  raised     by     bor- 

rowing or  by  voluntary 
contribution  (subscrip- 
tion) 

7  Current    revenues — by    di- 

rect charge  for  specific 
services  to  individuals 
sufficient     to     pay     cost 


*  The  differences  between  the  elements  to  be  considered  by 
managers  of  public  as  distinct  from  private  business  are  in- 
dicated in  italics.  None  of  these  differences  affect  the  tech- 
nique of  accounting;  they  only  have  to  do  with  the  subjects 
concerning  which  information  is  to  be  produced  through  the 
accounts. 
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Ths    Public    Corporatiom 

l&vy  to  pay  cost  of 
tmrice  to  commmmity 

8  ProUem    of    board    man- 

agement —  to  determine 
pc^cy,  rates  to  be 
charged  for  service,  and 
distribution  of  benefits 
(to  dtisens) 

9  Problem  of  executive  man- 

agement— to  execute  pol- 
icies, direct  the  work,  to 
use  the  organiiation, 
equipment,  and  funds 
with  greatest  economy 
and  cffidencT,  and  to 
protect  the  properties, 
stores,  and  treasoiy 
from  loss  or  impair- 
ment 

10  Limitations   placed  on  ex- 

ecutive management  — 
mppropfiatiomt  and  strict 
aoooontalMlity 

11  Distribution  of  benefits  to 

dtiaeiis — in  the  fonn  of 
«*rrte««  mt  cost 


Tks   Pricaie  Corpormtitm 

and  a  profit  fo  tMs  cor- 
poration 

8  Problem  of  board  manage- 

ment— to  determine  pol- 
icy, rates  to  be  charged 
for  service,  and  distri- 
bution of  benefits  (to 
shareholders) 

9  Problon  of  executive  man- 

agement— to  execute  pol- 
icies, direct  the  woric,  to 
use  the  organisation, 
equipment,  and  funds 
with  greatest  economy 
and  cfidency,  and  to 
protect  the  properties, 
stores,  and  treasury 
from  loss  or  impair- 
ment 
10  Limitations  placed  on  ex- 
ecutive management  —' 
strict  accountability 

11  Distribution  of  benefits 
to  shareholders — in  the 
form  of  divitUmdi,  L  e^ 
the  apporticmment  of 
the  net  profits  or  mar- 
gin above  cost  included 
in  prices  charged  for 
service 


From  the  foregoing  it  will  be  seen  that  the  chief 
differences  lie  in: 
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1  the  status  of  the  beneficiaries — 'proprietorship 

2  the  method  of  raising  revenue — price-making 

3  the  apportionment  of  benefits — distribution 

4  the  limitations  placed  on  executive  management 

of  expenditures — appropriation. 

The  first  of  these  differences  determines  the  per- 
sonnel for  whose  information  accounts  are  to  be  kept, 
and  to  whom  reports  showing  results  are  to  be  made. 
The  second  of  the  differences  above  indicated  deter- 
mines the  manner  of  establishing  revenue  accruals ; 
it  does  not  require,  however,  that  there  be  any  differ- 
ence in  method  employed  for  determining  the  com- 
pleteness or  accuracy  of  revenue  accounts  or  of  col- 
lections returned,  or  in  the  need  for  promptness  and 
accuracy  of  reports.  The  third  and  fourth  of 
the  differences  indicated  would  require  only  that 
the  public  corporation  keep  accounts  which  would 
show: 

1  appropriations — or  authorization  to  officers 

2  assets  and  liabilities 

3  revenues  and  expenditures 

4  rarely  profits  and  losses 

5  surplus  or  deficit. 

On  the  other  hand,  the  private  corporation  would 
keep  accounts  which  would  show: 
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1  rarely  appropriations — or  authorizations  to  of- 

ficers 

2  assets  and  liabilities 

8  revenues  and  expenditures 

4  profits  and  losses 

5  surplus  and  deficit. 

From  the  foregoing  it  appears  that  there  are  no 
differences  in  the  general  subjects  concerning  which 
information  is  desired;  the  differences  are  entirely 
matters  of  detail  within  each  of  the  general  classes 
listed.  To  make  this  more  clear,  let  us  apply  the 
analogy  to  two  sewage  disposal  plants,  one  public,  the 
other  private,  each  doing  exactly  the  same  business, 
having  exactly  similar  contractual  relations,  having 
the  same  amount  of  expenditures.  Let  us  assume 
that  each  plant  cost  a  million  dollars,  one  pro- 
viding its  capital  by  bond  issue,  the  other,  one- 
half  by  bond  issue  and  one-half  by  subscription. 
Let  us  assume  further  that  the  public  corpora- 
tion provided  free  service  to  each  individual  but 
equated  the  cost  to  the  community  in  the  form 
of  a  tax;  that  the  private  corporation  charged 
each  individual  served  at  a  rate  which  would 
pay  cost  plus  a  margin  of  profit.  Such  a  parallel 
having  been  established  between  the  two  plants,  the 
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executive  officers  of  the  public  corporation  would  be 
under  limitations  of  appropriations,  while  the  execu- 
tive officers  of  the  private  corporation  would  not  be 
under  such  limitations.  The  result  would  be  that 
each  would  keep  the  same  cash,  stores,  and  other 
asset  accounts,  the  same  expenditure  accounts,  the 
same  cost  accounts,  practically  the  same  liability  ac- 
counts ;  each  would  keep  revenue  accounts,  one  of 
the  "tax  receivable"  and  the  other  of  "sewage  rates 
receivable".  The  accountant  for  the  public  corpora- 
tion would  keep  appropriation  accounts ;  the  ac- 
countant for  the  private  corporation  would  not. 
The  accountant  for  the  private  corporation  would 
close  his  operating  surplus  or  deficit  through  a 
"profit  and  loss  account".  The  accountant  for  the 
public  corporation  would  close  his  operating  surplus 
or  deficit  direct  to  the  "surplus  and  deficit"  account. 
In  any  municipal  corporation  the  bulk  of  transac- 
tions may  be  exactly  similar  to  the  transactions  of 
a  private  corporation.  In  each  case  these  transac- 
tions must  be  recorded.  In  each  case  the  record 
should  be  such  as  to  tell  the  several  stories  in  which 
officers  are  interested — i.  e.,  should  classify  all  of 
the  transactions  with  reference  to  subjects  to  be 
considered.  The  method  of  recording  the  facts,  of 
verifying  the  stories  told,  of  administerirtg  on  the 
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completeness,  accuracy,  and  promptness  of  accounts 
and  reports,  would  be  the  same.  The  citizen  and 
the  officer  of  the  public  corporation  are  entitled  to 
the  same  completeness,  the  same  accuracy,  the  same 
lucidness  of  statement  about  public  affairs  as  are 
the  shareholder  and  officer  of  the  private  enterprise. 
In  each  case  the  persons  to  whom  the  facts  are  to  be 
made  known  are  those  who  hold  a  beneficial  interest 
or  a  position  of  trust  and  responsibilty. 

The  historic  reason  for  the  statement  that  the 
accounting  of  a  city  is  "entirely  different"  from  that 
of  a  private  corporation  is  this :  that  heretofore  few 
cities  have  maintained  any  accounts  other  than  those 
of  appropriations — accounts  which  are  required  in 
order  to  keep  the  officer  out  of  jail.  Practically  no 
accounts  have  been  kept  pertaining  to  subjects  in 
which  the  officer  as  administrator  and  the  citizen  as 
beneficiary  are  interested.  Few  cities  have  kept  ac- 
counts of  property,  stores,  equipment.  Few  cities 
have  a  complete  account  of  their  liabilities.  Few 
cities  keep  operation  or  cost  accounts.  Few  cities 
attempt  to  keep  operating  data  which  will  enable  the 
citizen  or  the  officer  to  know  what  results  are  being 
obtained  or  to  obtain  information  by  means  of  which 
the  efficiency  or  economy  of  management  may  be 
measured.     For  this  reason  many  persons  who  have 
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grown  up  in  the  municipal  service  have  thought  that 
the  occupation  of  the  municipal  bookkeeper  has 
nothing  in  common  with  what  has  been  too  often 
called  "commercial  bookkeeping".  The  fact  is  that 
everything  of  interest  to  the  community  has  been 
left  out  of  the  picture  and  upon  the  dull  gray  back- 
ground of  institutional  inhibition  they  have  been 
painting  pictures  for  the  information  of  the  few 
members  who  are  interested  in  the  technical  and  legal 
requirements  of  appropriations. 

For  the  purpose  of  giving  perspective  to  the  dis- 
cussion which  follows,  it  may  be  said  that  there  are 
ten  general  subjects  concerning  which  complete,  ac- 
curate, and  prompt  information  is  needed  as  a  basis 
for  thinking  about  the  business  of*  the  city,  or,  to 
put  it  in  other  terms,  about  the  business  of  the  citi- 
zen: 

1  Expenditures  and  the  revenues  or  other  means 

provided  for  meeting  them 

2  What  the  city  owns  and  what  the  city  owes 

3  What  fund  authorizations  have  been  made  by 

the  legislature  or  by  the  board  and  what  are 
the  limitations  placed  on  the  officer  with  ref- 
erence to  expenditures 

4  Permanent  properties  and  bonded  debt  incurred 

in  providing  them 
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5  Sinking  funds  for  retirement  of  bonded  debt 

6  Trust  funds 

7  Functional  expenses  and  unit  costs 

8  Control  over  the  accrual  and  collection  of  reve- 

nues 

9  Control   over   the    city's    purchasing   and    con- 

tracting relations 
10  Control  over  the  fidelity  of  custodians. 

In  order  to  provide  each  of  these  classes  of  infor- 
mation accounts  should  be  kept.  In  the  discussion, 
which  follows  these  are  dealt  with  under  titles  which 
carry  the  common  terminology  of  accounting. 
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HANDBOOK   OF   MUNICIPAL 
ACCOUNTING 

CHAPTER    I 

REVENUES   AND    EXPENSES 

To  illustrate  the  application  of  common-sense  ac- 
counting principles  to  the  affairs  of  a  municipality, 
let  us  first  consider  the  business  that  is  fundamental 
and  common  to  all  cities.  We  shall  then  be  in  a 
position  to  determine  what  transactions  are  to  be 
recorded  and  analyzed. 

Primarily,  the  business  of  a  municipal  corporation 
is  to  perform  certain  kinds  of  service  for  the  benefit 
of  the  community  as  a  whole.  The  cost  of  this 
service  is  borne  by  the  community;  the  corporation 
only  raises  money  and  spends  it  for  community  needs. 

By  reason  of  this  fact,  it  is  the  custom  of  cities 
once  a  year  to  prepare  a  report  and  arrange  a 
financial  program  to  cover  the  ensuing  year.  A 
statement    is    made   of    expenditures,    revenues    and 
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borrowings ;  an  estimate  is  made  of  the  probable  ex- 
penses, and,  with  this  as  a  basis,  provision  is  made 
for  raising  the  necessary  revenue  to  meet  these  ex- 
penses. To  do  this  with  intelligence  requires  that 
the  facts  must  be  recorded  about  what  the  govern- 
ment spends,  and  what  it  does,  what  the  government 
owns  and  what  it  owes,  what  authorizations  are  given 
to  spend  and  to  incur  liabilities,  and  what  are  the 
unexpended  and  unencumbered  balances  of  authori- 
zations. Without  such  a  record  as  will  enable  the 
officer  and  the  public  to  keep  both  conditions  and 
results  before  them,  municipal  business  must  be  car- 
ried on  at  a  very  high  cost  and  with  increasing  dis- 
satisfaction to  the  community. 

Facts  to  Be  Recorded  about  Opeeations 

At  the  end  of  a  fiscal  period  what  information 
must  be  regarded  as  of  primary  importance,  both  to 
city  officials  and  citizens  ?  It  is  plain  that  one  of  the 
first  questions  to  be  answered  must  relate  to  next 
year's  forecast.  Furthermore,  accuracy  of  forecast 
must  depend  on  knowledge  of  last  year's  operations. 
Questions  pertaining  to  last  year's  operations  must 
be  answered  by  a  statement  of  revenues  and  expenses, 
showing : 
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1  The  revenue  that  has  accrued  to  the  city  bjr 
virtue  of  its  right  to  levy  taxes  and  to  charge  for 
privileges  and  services. 

2  The  operation  and  maintenance  cost  of  the 
city. 

3  The  excess  of  revenue  over  cost  or  the  excess 
of  cost  over  revenue. 

Other  information  would,  of  course,  be  desired,  but. 
these  essentials  come  first  in  order  of  importance. 

The  amount  to  be  recorded  under  the  first  head 
would  not  be  determined  by  the  cash  collected,  for 
this  would  invariably  include  revenue  which  had  ac- 
crued or  fallen  due  in  previous  periods,  as,  for  exam- 
ple, cash  from  taxes  levied  in  a  previous  year,  and 
would  leave  out  revenues  due  for  which  cash  had  not 
yet  been  received.  Consequently,  we  are  forced  to 
conclude  that  revenue  accrued  is  something  en- 
tirely different  from  cash  received,  and  that  if  we 
are  going  to  record  the  facts  which  will  tell  us  how 
our  financial  program  has  worked  we  must  enter 
under  the  head  of  revenue  the  full  amount  due  the 
city  regardless  of  whether  it  has  been  received  in 
cash  or  not,  proper  allowance  being  made  for  the- 
amount  which  from  experience  might  be  regarded  as 
uncollectible. 

On  the  other  hand,  the  amounts  to  be  recorded 
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under  the  second  head  would  not  be  determined  by 
the  cash  paid  out,  for  this  would  in  many  cases  in- 
clude payments  of  cost  incurred  in,  and  for  the 
benefit  of,  prior  periods ;  it  would  also  omit  expenses 
properly  chargeable  to  the  period  which  perchance 
had  not  yet  been  paid.  Consequently,  if  we  are  to 
get  a  clear  picture  of  costs  incurred  we  must  have 
something  different  from  a  record  of  cash  pay- 
ments. If  a  city  is  to  record  the  facts  which  will 
show  how  the  financial  program  entered  upon  at  the 
beginning  of  the  period  has  worked,  it  must  enter 
under  the  head  of  expenses  all  of  the  liabilities  in- 
curred during  the  year,  regardless  of  whether  they 
have  been  paid  in  cash  or  whether  it  still  owes  for 
them. 

With  these  facts  available  the  city  may  also  have 
before  it  the  data  to  show  what  liabilities  are  out- 
standing that  must  be  met  and  the  cash  and  other 
assets,  such  as  accounts  receivable,  to  meet  them. 

Prevailing  Misconception  as  to  What  Infoema- 
TiON  Is  Essential 

Not  more  than  a  half  dozen  cities  in  the  country 
have  recognized  the  difference  between  a  statement 
of  cash  inflow  and  outflow  and  a  statement  of  reve- 
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nues  and  expenses.  Simply  because  each  person  m 
a  municipality  has  only  a  small  financial  interest  in 
the  public  business  is  no  reason  why  all  principles 
of  business  economy  and  common  sense  should  be 
cast  to  the  winds.  If  several  persons  were  engaged 
in  a  business  as  partners  and  at  the  end  of  the  year 
one  of  them  wished  to  withdraw  from  the  partner- 
ship, could  they  possibly  make  a  correct  settlement 
based  solely  upon  the  cash  that  had  been  received 
and  paid  out  during  the  year?  They  certainly  could 
not  if  any  part  of  the  assets  of  the  partnership  were 
represented  by  accounts  receivable  outstanding,  that 
is,  income  accrued  but  not  collected,  or  if  there  were 
debts  representing  expenses  accrued  but  not  paid. 

If  private  corporations  were  to  base  the  distribu- 
tion of  dividends  among  stockholders  upon  the  in- 
come received  in  cash  and  expenses  paid  in  cash 
they  would  soon  find  themselves  hopelessly  in  the 
dark  as  to  their  true  financial  condition,  with  the  in- 
evitable result  that  disaster  would  sooner  or  later 
overtake  them. 

A  municipality's  financial  statements,  to  be  truth* 
ful  reflections  of  what  has  taken  place  in  its  finances, 
should  be  based  upon  accretions  to  and  depletions  of 
wealth.  A  statement  of  revenues  and  expenses  should 
explain  the  changes  in  assets  and  liabilities  which 
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have  taken  place  in  a  period.  This  means  that  all 
financial  transactions  whether  based  on  cash  or  credit 
must  be  taken  into  account.  To  put  the  matter 
another  way,  there  is  a  distinct  relation  between  a 
statement  of  financial  condition  or  a  balance  sheet, 
and  a  statement  of  operations,  or  revenue  and  ex- 
pense statement,  the  latter  being  in  the  nature  of  an 
explanation  or  statement  of  details  of  the  balancing 
figures  in  the  former. 

Municipal  financial  officers  sometimes  argue  that 
a  statement  of  cash  receipts  and  payments  answers 
€very  requirement  of  cities  because  the  overlapping 
items  at  the  beginning  and  end  of  the  year  will  year 
in  and  year  out  offset  each  other.  This  is  to  say  that 
citizens  and  officers  do  not  need  exact  information; 
that  in  public  business  we  may  trust  to  luck  that 
everything  will  come  out  all  right.  The  fallacy  of 
this  argument  will  be  seen  when  we  consider  the  ulti- 
mate purpose  of  a  statement  of  expenses.  Compari- 
son of  costs,  which  is  the  great  factor  in  determin- 
ing and  developing  efficiency  of  administration,  can 
be  made  only  when  costs  are  reduced  to  a  unit  basis ; 
that  is,  when  the  total  cost  for  a  period  is  divided 
by  the  number  of  units  of  work  performed  or  other 
results.  Reports  of  work  or  results  are  naturally 
made   for   specific   periods   in   which   the   work   was 
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performed  or  results  attained,  as,  for  example,  for  a 
day,  a  week,  a  month,  or  a  quarter.  Obviously,  to 
ascertain  unit  costs,  all  the  expenses  applicable  to 
the  period  and  not  merely  those  paid  in  cash  should 
be  divided  by  the  total  number  of  units  of  results. 
While  materials  and  supplies  purchased  during  the 
early  part  of  the  year  may  be  paid  for  promptly, 
payment  may  be  deferred  on  purchases  made  during 
the  latter  part  of  the  year.  Under  a  system  of 
recording  expenses  only  as  cash  is  paid  out,  there 
never  can  be  a  proper  allocation  of  charges  accord- 
ing to  the  periods  affected  or  cost  of  results  achieved 
and  therefore  no  basis  for  computing  unit  costs. 

Some  cities  make  a  more  or  less  successful  effort 
to  pay  all  outstanding  bills  promptly  at  the  end  of 
the  year  and  thereby  include  them  in  the  expenses  of 
the  year.  While  such  a  method  is  an  improvement 
over  that  which  allows  the  outstanding  bills  to  be 
charged  as  expenses  of  the  following  year,  it  is  still 
inadequate  in  that  it  does  not  allocate  expenses  by 
months  so  that  monthly  unit  costs  can  be  computed; 
it  does  not  show  cost  of  results  obtained.  The  an- 
nual report  is  of  little  use  as  a  basis  for  current 
administration.  What  the  executive  needs  is  up- 
to-date  facts ;  he  cannot  depend  on  ancient  his- 
tory for  to-day's   and  to-morrow's  decisions.     Be- 
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sides,  if  only  revenues  which  are  received  in  cash  are 
taken  into  account,  there  is  no  basis  for  setting  up 
controlling  accounts  with  taxes  and  other  revenues, 
so  that  collections  may  be  audited  and  the  uncollected 
amounts  watched  and  accounted  for  from  time  to 
time. 

The  Right  and  Wrong  Kinds  of  Statement 
Illustrated 

To  illustrate  the  widespread  misconception  of  the 
kind  of  information  that  a  municipality  should  pub- 
lish we  present  herewith  by  permission  a  copy  of  a 
statement  of  receipts  and  expenditures  published 
by  New  Rochelle,  N.  Y.  (Exhibit  1). 

The  very  title  of  the  statement  is  calculated  to 
confuse;  "receipts"  which  means  cash  received  (and 
the  word  is  here  used  in  that  sense)  are  opposed  by 
^^expenditures"  which  means  outgo  both  for  expenses 
and  property  including  that  portion  which  is  not 
paid  for  in  cash. 

Under  receipts  is  included  cash  from  taxes  levied 
in  prior  periods.  This,  as  has  been  pointed  out, 
makes  it  impossible  to  tell  how  the  financial  program 
established  at  the  beginning  of  the  year  has  actually 
worked.      Again,    under    receipts    is    included    cash 

[8] 


(As  Issued) 
CITY  OF  NEW  ROCHELLE,  N.  T. 

Receipts  aad  Expenditures 


Collections  of  Taxes  of  current  yea 
rollections  of  Taxes  of  current  yea 
CollfCtiona  of  Taxes  of  preceding  y 
L-elioQs  of  Tuxes  of  precediog  y 


3  of  Taxe*i  of 
s  of  Purchased  Taxi 
a  of  Purchased  Taxes — Interest 
Collections  of  Purchased  Tuxes — costs  of  sale 

Collection  op  Taxes 


—principal $656, 

IT — principal 125, 

ir — interest " 

_  'fir — principal 

-principal 17. 


MiaCBLLANEODS   REVENnE., 


:tions  ol  Street  Puv.  Assmts. — interest  and  c 
Collections  op  Special  Assessments.. 


BevcDuc  of  the  City. 


16.  SQ 
,073.14 
381.07 


221.660.44 
44,305.00 
50,000.00 

141.600.05 


rDraios 

I'irehouses  and  Equipment 


2.408 
0.297 
10.020 


■hools 114.008 


$508,047,74 
100.703.37 
122.302  50 


lledemption  of  Tax  Certificates $155,000 

Itedemption  of  Bonds 85.000. ( 

PavmcDt  of  1007  Accounts 50,100. ( 

licdemptions  of  Sidewalk  Certificates 10,033 .  ( 

Itedempliona  of  Sewer  Certificates 14.000. ( 

Itcdi- nipt  ions  of  Street  Puvinjj  Certificates 1,000. ( 

Bcpayment  of  Loans 


Receipts  of  Trust  Funds . 


Kcpuyment  of  Trust  Funds. 


Fund  balances  at  January  lat. . 
ToT.\L 


$1,955,565.41 


(Retast  Statement) 

CITY  OF  NEW  ROCHELLE,  N.  T. 

Revenue  and  Expenses  for  Year  Ended  December  31,  1910 

Includes  aU  reTenues  whether  cash  has  been  received  or  nut,  and  all  expenses  whether  actuaily  paid  c 
Leaves  out  Items  which  are  not  revenue  and  other  Items  which  are  not  expenses. 


* 


\(lmmiatrative  offices $09,704.41 

Operating  departments 528,943.33 

Boud  interest 

Installments  provided  by  tax  levy  for  i 
bonded  debt 


$598,647.74 
122,302.50 


'No  allowance  made  for  uncollectible  taxes  included  in  this  levy. 


Loss  abatements. 


Department  of  education $24,554 , 1 

Department  of  docks  and  harbors 12,025. i 

Department  of  health 2,977. ( 

Police  department 2,377. ( 

Fire  department ],5I5.J 

Street  cleaning  department 1,384. ( 


Miscellaneous 
Total  r 


806.780.69 
229.65 
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RIGHT  AND  WRONG  KINDS  OF  STATEMENT 

from  assessments.  From  their  very  nature  these  are 
not  revenues,  since  collecting  assessments  simply 
means  recovering  amounts  previously  spent.  In 
other  words,  the  city  has  advanced  money  for  local 
improvements  for  which  it  will  reimburse  itself  by 
collecting  from  the  owners  of  property  benefited. 
Other  cash  receipts  as  from  sales  of  tax  certificates 
and  bonds,  and  from  trust  funds,  none  of  which  is 
revenue,  are  included  in  the  statement,  obscuring  the 
results  which  should  be  brought  to  view.  Similarly, 
under  expenditures  and  included  in  "cost  of  the  city" 
are  moneys  advanced  by  the  city  for  assessable  im- 
provements. These  amounts  are  obviously  no  part 
of  the  "cost"  of  conducting  the  city's  business. 

Neither  is  the  New  Rochelle  statement  a  correct 
statement  of  cash  receipts  and  payments  (or  dis- 
bursements) because  the  cash  balance  shown  at  the 
end  of  the  year  does  not  agree  with  the  cash  balance 
shown  in  the  balance  sheet  as  at  the  end  of  the  year 
(Exhibits  1  and  4),  the  latter  being  $497,168.55,  or 
$31,384.38  more  than  called  for  by  the  statement  of 
receipts  and  expenditures.  This  is  due  to  the  fact 
that  unpaid  bills  amounting  to  $31,384.38  are  in- 
cluded among  the  expenditures,  whereas  they  appear 
as  unpaid  audited  vouchers  in  the  balance  sheet. 

To  illustrate  how  a  statement  showing  revenues 
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REVENUES    AXD    EXPENSES 

and  expenses  should  look,  we  have  recast  this  state- 
m^it  into  the  form  shown  in  Exhibit  2. 

A  statement  showing  the  inflow  and  outflow  of 
cash  through  the  city  treasury  is,  of  course,  desir- 
able since  onlv  by  presenting  such  a  statement  can 
the  treasurer  render  a  proper  account  of  his  trust. 
Such  a  statement,  however,  must  not  be  confused 
with  one  of  revenue  and  expanses.  Each  statement 
has  a  separate  function  to  perform.  The  former  is 
an  accounting  of  the  treasurer,  while  the  latter  is  an 
accounting  bv  the  chief  financial  officer,  which  must 
embrace  all  financial  transactions  of  the  citj,  cash  and 
otherwise. 


CHAPTER  n 
GENERAL   ACCOUNT    BALANCE   SHEET 

In  the  previous  chapter  it  was  stated  that  infor- 
mation of  primary  interest  to  citizens  and  officials 
respecting  current  operations  is  how  much  revenue 
the  city  raises,  how  much  it  spends  for  running  the 
city,  what  is  the  excess  of  revenue  over  cost,  or  vice 
versa,  and  what  is  the  city  getting  in  service  returns 
for  the  non-asset-producing  expenditures.  In  this 
chapter  we  shall  endeavor  to  show  how  the  results 
of  transactions  may  be  focused  in  a  statement  of 
assets  and  liabilities — in  other  words,  a  balance 
sheet. 

Do  Cities  Xeud  a  Balaxce  Sheet? 

Both  raising  revenue  and  selling  bonds  result  in 
the  acquisition  of  assets — cash  and  accounts  receiv- 
able. Making  expenditures  results  either  in  reduc- 
tion of  cash  or  in  incurring  liabilities  which  when 
p«iid  reduce  cash.  Expenditures,  however,  may  be 
represented  by  the  cost  of  doing  something  for  the 
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GENERAL  ACCOUNT  BALANCE  SHEET 

public  (such  as  street  cleaning,  health  inspection, 
etc.)  or  they  may  be  represented  in  properties  ac- 
quired. The  net  increase  in  assets  for  a  period  there- 
fore would  be  the  total  revenues  and  returns  from 
bond  sales,  less  the  non-asset-producing  expenditures. 
The  subject  now  before  us  is  the  balance  sheet  as  an 
instrument  by  means  of  which  the  total  assets  may 
be  weighed  against  the  total  liabilities,  the  difference 
to  be  accounted  for  as  surplus  or  deficit  and  ex- 
plained in  the  operation  account.  The  question 
to  be  answered  by  the  balance  sheet  is:  How 
does  the  city  stand  with  respect  to  its  assets  and 
liabilities  at  any  time  when  its  finances  must  be  con- 
sidered ? 

There  is  sometimes  misapprehension  regarding 
what  a  balance  sheet  is,  many  persons  confusing  it 
with  a  "trial  balance".  It  is  proper  to  apply  the 
term  balance  sheet  only  to  a  statement  of  the  assets 
and  liabilities  of  a  business  when  they  are  contrasted 
in  such  a  manner  as  to  show  the  excess  of  one  over 
the  other.  A  "trial  balance"  is  simply  a  means  of 
drawing  off  the  balances  of  a  ledger  to  ascertain 
whether  the  debits  equal  the  credits.  Using  the 
double  entry  system,  a  balance  sheet  would  be  pro- 
duced by  closing  all  accounts  showing  expenses  or 
revenues  into  one  account,  usually  called  a  surplus 
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DO  CITIES  NEED  A  BALANCE  SHEET? 

account.     This  would  leave  only  asset,  liability  and 
surplus   accounts  on  the  sheet. 

Suppose  a  city  began  the  year  with  no  assets  and 
no  liabilities.  Assume  then  that  at  the  end  of  the 
year,  as  a  result  of  raising  and  spending  money  for 
running  expenses  only,  the  city  would  have  certain 
assets  and  liabilities.  The  difference  between  the 
assets  and  liabilities  in  this  case  would  be  just  the 
difference  between  the  revenues  and  expenses  for  the 
year.  In  other  words,  the  difference  would  be  the 
surplus  or  deficit.  The  operation  account  would 
give  the  history  which  led  up  to  the  result  found  in 
the  surplus  account — would  show  how  it  happened. 
In  succeeding  years  the  surplus  or  deficit  at  the  first 
of  the  year,  modified  by  the  difference  between  the 
revenues  and  expenses  for  the  current  year,  would 
likewise  be  the  difference  between  the  assets  and  the 
liabilities.  So,  in  looking  at  the  balance  sheet  as  a 
statement  of  present  conditions  the  surplus  account 
would  be  the  key  to  answer  the  question,  How 
did  it  happen?  The  historical  statement  of  facts 
would  be  found  in  the  revenue  and  expense  account. 
Both  this  statement  and  the  balance  sheet  would  re- 
late to  the  annual  financial  program  previously  men- 
tioned, and  would  indicate  what  changes  in  revenue 
policy,  what  borrowings,  etc.,  would  be  necessary  to 
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meet  current  charges  and  prevent  a  deficit.  These 
statements  would  also  show  what  financial  steps  had 
been  taken,  as  well  as  those  that  should  be  taken  to 
finance  improvements  or  the  acquisition  of  permanent 
property,  etc.  An  illustration  of  balance  sheets 
will  be  found  in  Exhibits  5  to  9,  12  to  14,  29  to  30. 
For  purposes  of  clear  thinking  about  the  financial 
program  of  a  city,  the  assets  and  liabilities  together 
with  the  surplus  or  deficit,  which  have  to  do  with  the 
current  service  needs,  that  is,  the  cash,  revenues  re- 
ceivable, stores,  etc.,  and  the  accounts  and  payrolls 
payable,  should  be  clearly  distinguished  from  the  per- 
manent funds  and  properties,  the  bonded  debt,  etc. 
Those  assets  and  liabilities  having  to  do  with  current 
service  needs  would  constitute  a  balance  sheet  of  the 
general  account  or  current  balance  sheet.  Obvi- 
ously, a  better  view  of  this  part  of  the  city's  finances 
would  be  afforded  by  omitting  all  other  assets  and 
liabilities. 

Component  Elements  or  a  Fund  Balance  Sheet 

So,  too,  it  is  in  every  way  desirable  clearly  to  dis- 
tinguish authorizations  to  officers  from  liabilities, 
since  an  officer  is  permitted  to  enter  into  a  contract 
and  to  sign  a  voucher  only  after  appropriation,  and 

[14] 


ELEMENTS    OF    FUND    BALANCE    SHEET 

since  after  contracts  have  been  entered  into  and 
vouchers  are  drawn,  definite  appropriations  are 
pledged.  Inasmuch  as  appropriations  should  not  ex- 
ceed the  total  revenues  of  the  year,  full  information 
should  be  made  available  showing  exactly  what  rela- 
tion appropriations  bear  to  revenue  and  what  rela- 
tion commitments  bear  to  appropriations.  This  in- 
formation would  be  shown  in  a  fund  balance  sheet 
(Exhibit  7)  which  would  be  composed  of  two  ele- 
ments : 

Fund  Credits  (  or  authorities  to  officers  to  incur  liabil- 
ities and  to  draw  on  the  treasury) 
As  has  been  stated,  public  officers  are  placed  under 
the  legal  limitation  of  not  being  permitted  to  incur 
liabilities  or  to  spend,  unless  authorized  by  act  of 
appropriation.  Each  officer,  therefore,  as  well  as  the 
public,  should  know: 

1  The  amounts  for  which  officers  have  encumbered 
appropriations  on  contracts  and  orders  against 
which  deliveries  have  not  yet  been  made  and  the  un- 
encumbered balance. 

2  The  amount  for  which  vouchers  have  been  ap- 
proved and  the  unexpended  balance  of  appropria- 
tions, i.  e.,  the  balance  of  the  authorization  to  draw 
on  the  treasury. 
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Fund  Debits  (or  net  resources  by  means  of  which  au- 
thorizations to  draw  may  be  met) 
Opposed  to  these  balances  of  amounts  to  which 
the  city  has  committed  itself,  would  have  to  be  shown 
the  resources  which  could  be  availed  of  to  meet  the 
commitments  as  they  become  actual  liabilities.  These 
would  consist  of: 

1  The  balance  of  current-fund  cash  over  immedi- 
ate demands  for  current-fund  cash,  which  may  be 
called  unapplied  balance  (of  cash). 

2  The  outstanding  accounts  receivable,  which  may 
be  called  available  balance  (receivable). 

3  The  unrealized  balance  of  estimated  receipts 
from  miscellaneous  revenues.  Such  portion  of  the 
estimate  as  is  not  realized  in  the  year  would  have  to 
be  replaced  with  other  revenues  the  following  year, 
because  the  city  by  appropriation  pledged  itself  to 
provide  fixed  amounts  for  expenditure.  These  com- 
mitments, both  in  respect  of  providing  revenues 
and  of  authorizing  the  incurrence  of  liabilities, 
comprise  the  current  year  funding  relations  of  the 
city. 

In  order  to  show  a  clear  picture  of  the  relations 
which  are  prospective  and  permissive  as  distin- 
guished from  assets  and  liabilities,  a  separate  state- 
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Exhibits                                                                                                                                         CITY    OF    PHILADELPHIA 

General  Account— Statement  as  of  July  31  and  January  1,  1912  and 

Comparisons 

Assets 

July  31, 
1914 

January  1, 
1912 

Increase 

Decrease 

LlAIILITIES 

July   31, 
1918 

Jan^„„yl, 

Increase 

Decrease 

»2,70T,65S.07 

8,286,504.  8S 
617,368.88 

1,659,982-89 

49,793.70 

88,644.86 
668.00 

81,499.60 

131,551.45 

150,471.18 
333,595.45 

86,858,436,38 

15,091.910.80 
4,888,751.53 

8,662,213.41 

1,35,523.06 

32,460.45 
588.73 

93,002.99 
131,551.45 
175,433.72 

$3,150,781.31 

6.805,345.92 
3,771,383.31 

992,230.52 

85,789.36 

3.806.19 

11,503.39 

BILLS  AND  PAYROLLS  AUDIT- 

$61,801.72 
114,339.00 

82,009,926.80 

626,991.57 

1,200,000.00 

22,141.33 

$9,038,195.08 

512,659.51 

1,200,000.00 

AMOUNTS  DUE  TO  THE  CITY: 

WARRANTS  PAYABLE      . 

Water  rents   receivable,    1912    .  . 
Delinquent  taxes  of  1911  and  prior 

Delinquent    water    rents    of    1911 

DUPLICATE  AND  EXCESS  TA.\- 
ES  AND  W.4TER  RENTS  PAY- 
ABLE OF  1912  AND  1911 

ADVANCES  FROM  CAPITAL  AC- 

30,161.67 

57,009.18 

6,286,600.81 

17,945.62 

160,471.18 

•2,531,514.99 

2.910,781.90 

$8,020.34 
67,009.18 

Delinquent  State  tas  of  igii  and 

RESERVES: 

15.091,910.80 
4,288,761.53 

17,945.62 

175,433.72 

3,131,518.01 

1,805,843.14 

8,805,220.59 
9,601,771.72 

Delinquent  Public  Building  tax  .  . 
receivable    of    1911    and    prior 

Unaccrued    Water   Rents,    1912.     . 
For  non-collection.  State  tax,  1911 

Claims  against  Commonwealth  for 

Suspense   account — Due   from   re- 

ESPENSES  PAID  IN  ADvI'nCe: 

For    losses    on    account    of    failed 

94,969.64 
600,003.72 

24,962.54 

SURPLUS— Cash,    Over    Immediate 

8333,595.45 

SURPLUS— Other    Assets    and    Ex- 
penses Paid  in  Advance  Over  Other 
Liabilities,     Unaccrued     Revenues 

1,105,638   82 

TOTAL  SURPLUS 

85,449,296.95 

84,936.761.15 

8506,535.10 

liiTAL      ASSETS      AND      EX- 
PENSES PAID  IN  ADVANCE 
-GENERAL  ACCOUNT,  .    . 

$13,947,694.70 

888,459,869.68 

$14,512,107   88 

TOTAL     LIABILITIES,     RE- 
SERVES    AND     SURPLUS- 
GENERAL  ACCOUNT 

813,947,694.70 

$28,459,862  52 

814,512,167.82 

EXPENSES,  January  1  to  July  31,  1912 

•  •'  Unapplied  (Net  Cash)  Balance  "—General  Fund  Balance  Sheet. 

Operation  Accounts 

0,727,783.56 

»I,743,058.44 

8.918.548.68 

810.162.00 

4,448.463.53 

$8,803,240.47 
2,601,771.72 
6,422,771.37 

?/;^^;t;„ce.;::::::::::::::;:::;;::;:;::;:;;:::::::;::::: 

Miscellaneous 

Il.-l.l  Si-tvicc 

514,553.31 

EXCESS  OF  REVENUES  OVER  EXPENSES 

$ 

6,727,783.66 

%16  727  783   56 

' 

CHARGES  AGAINST  SURPLUS: 

Allowances  and  reductions  of  Delinquent  Tales 
Allowances  and  reductions  of  Delinquent  Water 
Allowances  and  reductions  of  Delinquent  State  ' 

Surplus  Accounts 

SURPLUS  AT  JANUARY  1,  1 

$15  783  54                      CREDITS  TO  SURPLUS: 

18,096.59                             Excess  of  revenue  over  expens 

344   59                             Dividends  from  receivers  of  fa 

Additions  to  Delinquent  Wate 

312  {sec  General 

\ccount  Balance 

Sheet  above) . . 

14,930,761.15 

514,663.31 

84,962.64 

221.12 

92.86 

55,476.520.97 

led  trust  coinpan 
r  Rents  and  State 

2  (see  General 

Account  Balance  Sheet  above^ 

\JittAL,    A^UOUJM,    July    31,    1»1 

TOTAL 

TOT  AT 

5,476,520.97 
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ment  is  required.  What  is  here  called  a  fund  bal- 
ance sheet  would  be  produced  by  means  of  a  group 
of  fund  accounts.  The  summary  fund  accounts 
shown  on  the  fund  balance  sheet  would  be  carried  in 
the  general  ledger;  the  details  would  be  carried  in 
subsidiary  records,  such  as  appropriation  ledgers, 
liability  books,  etc. 

When  the  net  balance  of  these  commitments  is  de- 
ducted from  the  surplus  of  current  assets  over  cur- 
rent liabilities,  as  shown  by  the  current  or  general 
account  balance  sheet  mentioned  above,  we  have  the 
balance  available  for  further  appropriation — in  other 
words,  the  free  surplus.  Thus  is  told  the  whole  story 
of  the  status  of  the  city's  financial  program  so  far 
as  it  relates  to  raising  revenues  and  appropriating 
and  using  them  to  defray  its  current  expenses. 

For  the  purpose  of  bringing  all  of  these  financial 
relations  into  a  single  picture,  a  city  may  have  pre- 
pared what  is  called  a  consolidated  account.  A  re- 
production of  one  recently  published  by  the  control- 
ler of  Philadelphia  is  shown  in  Exhibit  3. 

While  many  cities  make  no  pretense  of  presenting 
balance  sheets,  there  is  a  growing  tendency  to  sub- 
mit statements  of  assets  and  liabilities  which  on  ac- 
count of  the  organization  (or  lack  of  it)  of  the 
underlying  accounts  do  not  admit  of  correlation  with 
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statements  of  other  phases  of  their  finances.  In 
other  words,  such  statements  are  made  up  from 
memoranda  instead  of  being  based  upon  book  ac- 
counts kept  on  double  entry  principles.  Using  again 
the  statements  of  New  Rochelle  as  an  illustration,  it 
may  be  said  that  that  city  is  in  this  category.  An 
exact  copy  of  its  balance  sheet  is  found  in  Exhibit 
4.  It  will  be  observed  that  there  is  no  visible  rela- 
tion, through  the  medium  of  the  amount  representing 
the  excess  of  revenues  over  expenses,  or  vice  versa, 
between  this  balance  sheet  and  the  statement  of  "re- 
ceipts and  expenditures"  shown  in  the  previous  chap- 
ter. It  will  also  be  noted  that  assessments  due  the 
city  are  included  among  the  assets,  although  no  ac- 
count is  made  in  the  statement  of  $91,866.43  of  out- 
lays for  assessable  local  improvements,  $68,302.10  of 
which  have  been  assessed  against  property  owners 
since  this  statement  was  prepared,  the  current  deficit 
stated  therefore  being  needlessly  increased  by  the  first 
named  amount.  As  has  been  already  shown,  these 
assessments  receivable  are  best  stated  apart  from  the 
current  assets  because  they  only  tend  to  obscure  the 
picture  of  operating  results.  Likewise,  certificates 
of  indebtedness  sold  to  raise  funds  for  assessable 
local  improvements  are  included  in  the  liabilities, 
which  similarly  causes  confusion.     The  liability  for 
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r  A.-siisments 

'aviog  Assessments. . . , 
t  Paving  Assessments. . 


cnt  Deflcif. 
Total 


(As  Issued) 

CITY  OF  NEW  KOCHELLE,  N.  Y. 

Current  Balance  Sheet 


Dec.  31,  1909    Dec.  31.  1910 


»497.108 

.15 

390 

00 

155,983 

05 

81,883 

18. 

16,003 

55 

45,655 

10 

16,877 

35 

31,897 
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t  Tax  Certificates,  , 
Overdue  Tax  Certificates. . 

Sidewalk  Certificates 

Sewer  Certificates 

Street  Paving  Certificates. 
CoDslruction  Certificates. . 


-Dt  Balai 
TOT.^L 


Dec   31.  1909     Dec.  SI,  1910 
¥326,903.27     $466,134 


$732.776 .  60     $1,031,833 .67 


(•)  This  is  the  Current  Financial  Condition  of  the  City  at  the  end  of  each  year,  for  which  the  administration  of  the  year  is  responsible.  Items  of  $76,000.00  of  overdue 
Mificates  have  been  included  in  the  1911  budget;  the  Department  of  Public  Works  hm  levied  $68,302.10  of  special  assessments;  and  the  administration  intends  to  bond 
-',S^  of  construction  certificates.     These  items  will  decrease  the  current  deficit  to  ibe  extent  of  $170,554.92  less  the  increase  in  the  deficit  during  the  some  period. 

*  of  business.    In  order  to  include  substantially  all  the  transactions  of  the  fiscal 


I  Hen  upon  the  collections  of  the 


■  during  which  the  Certificates  ■ 


led.     The   uncollected   Purchased 


(As  Recast) 

CITY  OF  NEW  KOCHELLE,  N.  T. 

Balance  Sheet  as  at  December  31,  1910— General  Account 


This  balance  sbeet  reflects  only  tlie  results  of  transactions  relating  to  the  levy  of  taxes,  the  cnllecli 

lance.    Taxes  wbich  become  in  arrears,  being  by  charter  provision  available,  as  coilccteil, 

)  sbow  a  deficit.     For  results  of  transactions  relating  to  capital  outlays  and  assessments 


ly  foi 


lod  the  iDCUTring  of  ejrpensea  of  operatic 


Liabilities  and  Surplus 


C:isb  io  bank  and  on  hand $138,295.72 


r.iv.?!  receivable,  current  year  only  (see  head  note). 


t  Taxes  of  1910 $185,000 


Afiuinst  Taxes  of  1909., 
Against  Taxes  of  1900., 
Against  Taxes  of  1905.. 
Against  Taxes  of  1904.. 

Tutal  liabilities — general  ace 


55,000 
17000 
11,000 


$133.29->  7'i 
122,070.95 


Surplus  of  assets  over  liabilities — general 

account -. 

Against  this  surplus  i 


T.;tal  assets— general  account 

'Estimated  on  account  of  separating  vouchers  as  between  capital  a 


amounting  to 129,166.! 

Total   liabilities   and   surplus— general   ac- 


'    ''""^  ^  Surplus  or  Deficit  Account  as  at  December  31,  1910 

„,,.-.,,..  ,  Surplus  from  prior  years  (general  accounts 

D'-tiat  from  pnor  years  (general  account)  Credits  to  surplus: 

_,  .     .  ,  Collection  of  Molloy  judgmpnt 

Charges  against  surplus: 

E<Le5s  of  expenses  over  revenues  for  year  1910  as  per  statement  of  rev- 

cnue  and  expenses  (Exhibit  2) +7  nno  00 

r.rmanent  improvements  provided  by  tax  levy ll  ,qq  71 

R.?veuues  applicable  to  sinking  fund ■ ^       ?,oift77 

Surplus,  December  31,  1910,  as  .shown  in  balance  sbeet.  general  account.      ll..ia.ii  

883,582.13 

t  Estimated. 
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construction  certificates  created  in  acquiring  per- 
manent property  is  also  included  although  it  has  no 
place  among  the  current  liabilities,  since  it  does  not 
relate  to  the  raising  of  revenue  or  its  expenditure  for 
purposes  of  current  operation. 

The  item  in  the  New  Rochelle  statement,  however, 
that  is  most  likely  to  obscure  the  results  of  the  finan- 
cial program  entered  upon  at  the  beginning  of  the 
year  is  that  entitled  "Appropriated  Funds",  in- 
cluded among  the  liabilities.  It  is  our  contention 
that  these  are  not  liabilities  at  all,  but  represent  un- 
expended balances  of  appropriations,  i.e.,  the 
amount  unused  of  authorizations  to  officers  of  the 
city  to  spend.  On  the  other  hand,  the  encumbrances 
on  these  authorizations,  such  as  contracts,  orders, 
etc.,  are  lost  sight  of  entirely. 

An  appropriation  is  not  only  an  authorization  to 
enter  into  contracts  and  to  draw  vouchers  for  pay- 
ment but  as  such  is  in  the  nature  of  a  commitment 
against  the  revenues  of  the  fiscal  period.  As  a  com- 
mitment it  must  also  be  considered  a  part  of  the 
financial  program  and  each  appropriation  reduces 
to  that  extent  the  appropriable  balance  of  assets 
realizable  during  the  fiscal  period.  Each  ap- 
propriation must  be  considered  as  a  commit- 
ment until  rescinded  and  the  revenues  or  net  assets 
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so  released  are  made  available  for  further  appropria- 
tion. 

In  Exhibit  5  we  present  a  current  balance  sheet 
for  New  Rochelle  as  it  would  appear  with  the  ele- 
ments eliminated  which  we  have  argued  to  be  extra- 
neous. Herein  are  found  only  the  assets  and  liabilities 
growing  out  of  the  transactions  having  to  do  with 
raising  revenue  and  spending  it  for  current  opera- 
tion. The  loans  made  in  anticipation  of  taxes  are  in 
excess  of  the  taxes  receivable,  because,  as  explained 
in  the  head  note,  taxes  in  arrears  in  this  city  are  by 
law  arbitrarily  diverted  for  the  retirement  of  the 
funded  debt. 

We  do  not  mean  that  this  balance  sheet  as  recast 
tells  all  it  should  tell.  On  the  contrary,  we  should  so 
keep  the  accounts  that  the  balance  of  stores  on  hand 
and  prepaid  expenses  could  be  shown  as  assets  avail- 
able for  meeting  future  expenses ;  on  the  other  hand, 
we  should  show  the  liability  on  invoices  as  soon  as  de- 
liveries are  made,  so  that  there  .could  be  no  doubt  at 
any  time  as  to  what  are  the  actual  liabilities  of  the 
city  to  be  met  as  against  the  assets  available  for 
meeting  them.  Moreover,  there  is  an  additional 
value  in  knowing  the  invoice  liabilities  because  in- 
voices cannot  be  held  up  by  departments  and  the 
trading  credit  of  the  city  thus  impaired  without  the 
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finance  officer's  knowledge  if  he  has  a  record  of  them 
as  they  accrue.  The  assets  and  liabilities  which 
have  been  omitted  from  the  recast  statement  pre- 
sented herewith  will  be  found  in  the  balance  sheet  of 
the  capital  account  to  be  discussed  in  a  later  chap- 
ter. 

It  will  be  conceded  by  all  that  clearness  should  be 
the  essential  quality  of  a  financial  statement.  We 
therefore  hold  that  the  items  in  a  balance  sheet 
should  be  so  classified  that  assets  will  be  opposed  by 
the  liabilities  which  are  to  be  met  by  them;  for  ex- 
ample, cash  should  be  opposed  by  the  immediate  de- 
mands for  cash,  and  uncollected  taxes  or  other  rev- 
enues receivable  which  may  be  pledged  should  be  op- 
posed by  temporary  loans  made  in  anticipation  of 
their  collection. 

We  subjoin  a  statement  of  the  surplus  or  deficit 
account  (Exhibit  6),  which  has  no  equivalent  in  the 
published  statements  of  New  Rochelle.  This  state- 
ment, in  conjunction  with  the  statement  of  revenues 
and  expenses,  shown  in  the  previous  chapter,  is  neces- 
sary to  an  intelligent  understanding  of  the  changes 
which  have  occurred  in  the  assets  and  liabilities  dur- 
ing the  year,  the  balance  shown  in  the  statement 
of  the  surplus  account  being  identical  with  the  bal- 
ancing figure  in  the  balance  sheet  called  "Surplus". 
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Glossary 

In  order  that  there  may  be  no  doubt  as  to  the 
meaning  attached  to  the  accounting  terms  used  in 
these  chapters,  a  glossary  based  upon  modem  mu- 
nicipal usage  is  here  given. 

Beceipts — All  cash  coming  into  the  possession  of  a 
city  in  a  stated  period  irrespective  of  the  source. 
Disbursements — All  cash  paid  out  during  a  stated 
period  regardless  of  the  purpose  of  the  pay- 
ment. 
Bevenue — The    income    accruing   to    a    government 
from  taxes,  licenses,  public  utilities,  and  miscel- 
laneous other  sources  in  a  stated  period,  irre- 
spective of  the  period  in  which  the  cash  is  col- 
lected. 
Expenditures — The  total  cost  incurred,  whether  for 
current    expenses    or    capital    outlay;    this    in- 
cludes the  amount  represented  by  liabilities  in- 
curred, and  also  cash  purchases. 
Expenses — Costs  of  administration,  operation,  main- 
tenance and  fixed  charges  incurred  in  a  stated 
period  irrespective  of  the  date  of  payment. 
Administration — A  term  applied  to  the  cost  of  direc- 
tion and  control  which  is  not  directly  allocable 
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to  operation,  maintenance  or  capital  outlays,  or 
which  has  not  been  apportioned  thereto. 

Operation — A  term  applied  to  the  transactions 
growing  out  of  the  current  service  performed 
by  a  city ;  it  characterizes  the  cost  of  such 
transactions  and  the  revenues  raised  to  defray 
this  cost. 

Capital  Outlays — A  term  used  to  cover  the  cost  of 
acquiring  property  for  continuing  use,  and  for 
carrying  "stores"  or  undistributed  *'work  in 
progress."  The  latter  two  classes  are  some- 
times called  "working  capital."  The  term 
"capital  outlays"  is  used  in  analysis  of  expendi- 
tures ;  when  used  in  a  balance  sheet  such  expen- 
ditures are  carried  in  the  "asset"  accounts. 

Maintenance — A  term  applied  to  the  care  and  up- 
keep of  physical  properties  and  equipment  as 
distinct  from  operation  or  service  performed. 

Current  Assets — Things  owned  by  a  city  which  may 
be  used  in  the  work  of  operation  and  mainte- 
nance or  to  meet  the  cost  thereof  or  which  may 
be  used  to  meet  current  liabilities. 

Current  Liabilities — Those  growing  out  of  the  in- 
currence of  expenses  of  operation  and  main- 
tenance, or  loans  made  in  anticipation  of  the 
collection  of  revenues. 
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Capital  Assets — Real  estate,  buildings,  and  other 
structures,  equipment  and  other  personal  prop- 
erty of  a  more  or  less  permanent  character,  and 
cash  provided  for  these  purposes  by  the  sale  of 
bonds. 

Capital  Liabilities — Liabilities  incurred  in  the  ac- 
quisition of  capital  assets. 

Contingent  Liabilities — Obligations  in  respect  of 
which  there  are  conditions  which  have  to  be  ful- 
filled before  they  become  actual  liabilities.  Con- 
tracts awarded  and  orders  issued  are  the  com- 
monest forms  of  contingent  liabilities. 

Accounts  Receivable — The  uncollected  balance  of 
accrued  revenues  and  other  claims  due  a 
city. 

Accounts  Payable — Unpaid  balances  due  creditors 
not  evidenced  by  notes,  bonds,  or  other  certifi- 
cates of  indebtedness. 

Balance  Sheet  — A  statement  of  assets  and  liabilities 
contrasted  in  such  a  manner  as  to  show  the  ex- 
cess of  one  over  the  other,  resulting  in  either  a 
surplus  or  a  deficit. 

Trial   Balance — A    list   of    all    open   balances    in    a 
ledger,  prepared  to  ascertain  that  the  total  deb- 
its equal  the  total  credits,  and  used  as  a  basis 
for  preparing  financial  statements. 
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Surplus — The  excess  of  actual  assets  over  actual 
liabilities.  The  surplus  usually  consists  of  two 
parts — the  amount  which  must  be  held  avail- 
able to  meet  unencumbered  appropriations  and 
contingent  liabilities  and  the  amount  which  is 
available  for  further  appropriation,  in  other 
words,  the  free  surplus. 

Deficit — The  opposite  of  surplus. 

Fund  Balance  Sheet — A  financial  statement  show- 
ing the  funding  relations  of  the  city,  containing 
on  the  credit  side  unexpended  authorizations  to 
incur  liabilities,  contingent  liabilities  on  con- 
tracts and  orders,  reserve  for  retirement  of  tem- 
porary loans,  etc. ;  on  the  debit  side,  resources 
available  for  meeting  them,  such  as  cash  not 
otherwise  applied,  outstanding  taxes  available, 
and  the  amount  of  other  revenue  which  a  city 
has  pledged  itself  to  collect. 

Appropriation — An  authorization  to  incur  liabilities 
and  to  expend  money  for  a  stated  purpose. 

Commitment — The  obligation  to  carry  out  a  finan- 
cial program,  comprehending  the  authorization 
of  expenditures  and  the  raising  of  revenue  to 
meet  them. 


CHAPTER  III 

APPROPRIATION    AND    FUND    ACCOUNTS 

In  the  previous  chapters  we  discussed  the  balance 
sheet  as  a  statement  of  present  conditions.  In  this 
chapter  attention  will  be  given  to  the  detail  accounts 
supporting  a  fund  balance  sheet. 

City  officials  may  not  spend  taxpayers'  money  or 
incur  liabilities  without  restriction.  If  checks  were 
not  placed  upon  them  by  law  grave  complications 
might  ensue  from  excessive  and  irregular  expendi- 
tures-— excessive  and  irregular  as  to  grand  total  and 
as  to  specific  purposes.  To  enable  the  taxpayer  as 
well  as  the  legislative  officer  to  know  what  the  execu- 
tive purposes  to  do  with  funds  asked  for,  to  locate 
responsibility  for  proposals  made  as  well  as  for  poli- 
cies adopted  and  amounts  authorized  to  be  spent, 
laws  have  been  passed  which  require  that  budgets 
be  submitted ;  a  legal  requirement  that  is  common  to 
all  cities  is  that  no  liabilities  shall  be  incurred  and 
no  money  spent  except  pursuant  to  appropriation 
ordinances    which    provide    that    expenditures    must 
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be  for  specific  purposes  and  must  not  exceed  fixed 
amounts. 

These  authorizations  to  spend  are  usually  accom- 
panied by  a  statement  showing  how  it  is  proposed 
to  raise  the  money  to  meet  them.  The  acts  of  au- 
thorizing expenditures  and  providing  for  raising 
money  do  not  involve  transactions  of  actual  income 
or  outgo,  and  yet  exact  and  provable  records  must 
be  kept  to  insure  that  all  the  provisions  relating  to 
authorizations  to  spend  and  means  for  financing 
them  are  faithfully  carried  out. 

To  this  end,  there  must  be  kept  an  account  with 
each  authorization  to  spend.  This  is  usually  done  in 
what  is  known  as  a  fund  ledger,  the  balances  of  which 
provide  the  details  of  the  amount  shown  in  the  bal- 
ance sheet  taken  from  the  general  ledger. 

Value  of  Fund  Balance  Sheet  to  the  Adminis- 
trator 

Fund  accounts  currently  furnish  valuable  infor- 
mation to  the  administrator,  for  they  tell  him  at 
all  times: 

1  The  balance  of  each  appropriation  against 
which  vouchers  may  be  drawn. 

2  The    balance    of    each    appropriation    against 
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which  contracts  may  be  entered  into,  or  orders  may 
be  issued. 

3  They  may  also  be  kept  in  such  manner  as  to 
show  the  amount  of  warrants  paid  and  outstand- 
ing against  each  appropriation,  though  this  is  sel- 
dom necessary. 

How  Fund  Accounts  Are  Developed 

The  character  of  the  accounts  in  the  fund  group 
and  their  function  and  value  may  perhaps  be  best 
illustrated  by  describing  the  entries  through  which 
they  are  developed.  At  the  time  the  appropriations 
granted  by  the  authorizing  body  become  effective, 
there  are  two  distinct  facts  to  be  recorded  in  the 
general  ledger: 

1  The  amounts  appropriated  (credit  account). 

2  The  means  for  meeting  or  funding  the  appro- 
priations (debit  account). 

This  would  require  an  entry  debiting  estimated 
revenues  from  taxes  and  miscellaneous  receipts  re- 
quired to  meet  budget  authorizations  and  crediting 
authorizations  to  incur  liabilities.  The  particular 
wording  of  these  titles  is  used  simply  because  it  is 
explanatory;  any  other  wording  could  be  adopted 
for  the  titles  of  these  accounts  or  those  hereinafter 
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mentioned.  This  general  ledger  entry  having  been 
made,  the  credit  account  sets  up  a  control  over  the 
detail  appropriation  accounts  in  a  subsidiary  ledger 
against  which  expenditures  are  charged  in  detail; 
the  debit  account  shows  how  much  money  has  to  be 
raised  to  meet  the  appropriations  and  is  currently 
reduced  by  accruals  in  the  form  of  tax  levies  and 
other  forms  of  revenues  when  realized. 

Let  us  follow  the  action  of  these  accounts  further 
and  note  their  relation  to  the  proprietary  accounts, 
those  accounts  showing  what  the  city  owns  and  what 
it  owes,  and  displaying  the  results  of  operation  in 
terms  of  revenue,  expense,  surplus  and  deficit. 
When  the  tax  roll  is  levied,  taxes  receivable  (as- 
set) in  the  general  ledger  is  debited  and  revenue  from 
taxes  (revenue)  is  credited.  At  the  same  time  and 
for  the  same  amount  a  collateral  or  secondary  entry 
is  made  in  the  fund  group  of  accounts,  also  in  the 
general  ledger,  crediting  the  account  entitled  esti- 
mated revenues  from  taxes  and  miscellaneous  re- 
ceipts required  to  meet  budget  authorizations  and 
debiting  available  balance.  The  latter  account  is 
necessary  to  establish  a  proper  double  entry  equa- 
tion in  the  fund  accounts.  It  represents  a  resource 
with  which  to  meet  the  authorizations  stated  on  the 
credit  side  of  the  fund  balance  sheet. 
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As  cash  is  received  from  taxes,  cash  is  debited  and 
taxes  receivable  is  credited;  at  the  same  time  and 
for  the  same  amount  an  entry  is  made  in  the  fund 
group,  crediting  available  balance  and  debiting  un- 
applied (net  cash)  balance.  The  latter  is  another 
account  adopted  to  establish  a  proper  double  entry 
equation  in  the  fund  accounts.  It  represents  a  re- 
source (cash  over  all  immediate  demands  for  cash) 
with  which  to  meet  the  authorizations  stated  on  the 
credit  side  of  the  fund  balance  sheet.  In  the  propri- 
etary accounts,  cash  received  from  miscellaneous 
sources  is  debited  to  cash  and  credited  to  the  proper 
revenue  account,  and  in  the  secondary  entry  in  the 
fund  accounts  unapplied  (net  cash)  balance  is  deb- 
ited and  estimated  revenues  from  taxes  and  miscel- 
laneous receipts  is  credited.  The  "cash"  in  the 
asset  and  liability  group  represents  the  bank  bal- 
ance, while  "unapplied  balance"  in  the  fund  group 
represents  the  check  book  balance. 

While  the  foregoing  are  described  as  individual 
entries,  as  a  matter  of  practice  the  general  ledger 
accounts  would  be  affected  only  by  totals  registered 
during  the  period  for  which  general  ledger  postings 
are  regularly  made.  If  monthly,  then  the  monthly 
totals  of  accruals  and  collections  only  would  be  car- 
ried to  these  accounts. 
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Contingent  Liabilities  Should  Be  a  Mattee  op 

Recoed 

An  appropriation  is  not  only  an  authorization  to 
the  treasurer  to  disburse,  and  an  authorization  to 
the  head  of  a  department  to  "draw",  but  it  is  also 
an  authorization  to  incur  liabilities  for  the  purpose 
specified.  Contracts  entered  into  and  open  orders 
issued  should  of  course  be  immediately  recorded  as 
encumbrances  against  authorizations  at  definite  or 
estimated  amounts,  otherwise  there  is  no  way  of  tell- 
ing quickly  how  much  of  an  appropriation  is  free 
for  further  encumbrance. 

As  contracts  are  awarded,  they  are  registered, 
and  from  the  total  of  the  register  an  entry  is  made 
in  the  general  ledger,  debiting  authorizations  to  in- 
cur liabilities  and  crediting  reserve  for  contracts, 
by  which  is  set  up  the  contingent  liabiHty  on  con- 
tracts against  which  deliveries  have  not  yet  been 
made.  Open  orders  are  credited  to  reserve  for  open 
market  orders  and  authorizations  to  incur  liabili- 
ties is  similarly  debited.  It  will  be  noted  that  the 
proprietary  accounts  are  not  affected  by  these 
transactions.  Entries  in  detail  will  be  made  in  the 
accounts  carried  in  the  appropriation  ledger,  there- 
by  developing   the  amount    reserved   for   contracts 
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and  open  market  orders,  and  the  encumbered  bal- 
ance of  each  account. 

Let  us  next  assume  that  deliveries  are  made  against 
these  contracts  and  orders  and  that  invoices  are  re- 
ceived for  them.  These  invoices  are  credited  to  in- 
voices payable  and  charged  to  expenses,  stores,  or 
property,  as  the  particulars  of  the  items  determine. 
Later,  vouchers  are  drawn ;  these  will  be  registered 
for  the  purpose  of  developing  totals  for  the  general 
ledger  posting :  invoices  payable  debtor  to  vouchers 
payable.  Coincident  with  the  latter  entry,  a  col- 
lateral entry  is  made  in  the  fund  group.  In  so  far 
as  vouchers  are  on  account  of  contracts,  reserve  for 
contracts  is  debited  and  unapplied  (net  cash)  bal- 
ance is  credited;  in  so  far  as  vouchers  are  on  ac- 
count of  open  market  orders,  reserve  for  open 
market  orders  is  debited  and  unapplied  (net 
cash)  balance  credited.  The  only  entries  from 
vouchers  to  detail  accounts  would  be  in  the  appro- 
priation or  fund  ledger,  and  the  contract  ledger,  if 
one  were  kept. 

By  making  this  entry  at  this  stage,  the  account 
unapplied  (net  cash)  balance  shows  only  the  cash 
available  for  liabilities  not  yet  matured.  In  this  re- 
lation it  is  to  be  noted  that  whatever  the  practice 
with  respect  to  invoices,  the  purpose  is  to  have  only 
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the  amount  of  vouchers  approved  for  payment 
charged  against  appropriation  or  fund  accounts. 
On  the  other  hand,  in  the  asset  and  liability  group  of 
accounts  the  purpose  is  to  take  control  over  goods 
as  soon  as  received ;  to  do  this  invoices  are  registered 
from  the  totals  of  which  stores  or  other  asset  or  ex- 
pense accounts  are  charged  and  invoices  payable  are 
credited  in  the  general  ledger.  In  case  the  practice 
is  to  make  the  invoice  serve  as  a  voucher,  or  in  case 
the  invoice  register  is  also  used  for  a  voucher  regis- 
ter, then  a  double  general  ledger  journal  entry  would 
be  made  dropping  the  invoices  payable  account  from 
the  liabilities  and  showing  only  vouchers  payable. 
Another  practice  is  to  carry  the  total  of  the  invoice 
register  into  an  "accounts  payable"  account,  and  to 
liquidate  this  from  the  "vouchers  paid"  register  or 
cash  book,  thereby  avoiding  the  "vouchers  payable" 
account. 

In  case  vouchers  are  drawn  for  amounts  differing 
from  the  estimated  amounts  of  contracts  and  orders, 
the  differences  must  be  applied  in  readjustment  of 
the  reserves.  This  can  be  conveniently  done  by  means 
of  columns  in  the  voucher  register  and  the  appropri- 
ation ledger. 

When  a  loan  is  made  in  anticipation  of  the  collec- 
tion of  taxes,  cash   is  debited  and  temporary  loans 
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credited ;  at  the  same  time  a  collateral  entry  is  made 
in  the  fund  group  debiting  unapplied  (net  cash) 
balance  and  crediting  reserve  for  temporary  loans, 
to  make  sure  that  assets  will  be  set  aside  pending 
the  maturing  of  the  loan. 

For  the  purpose  of  clarity  the  foregoing  general 
ledger  entries  are  here  repeated  in  tabulated  form. 


Journal  Entries 

1  Estimated  revenues  from  taxes  and  miscellaneous 
receipts  required  to  meet  budget  authoriza- 
tions 

To  authorizations  to  incur  liabilities 
Entry  made  when  budget  ordinance  becomes  opera- 
tive. 

ft  Taxes  receivable  (asset) 

To  revenue  from  taxes  (revenue) 
Entry  made  when  tax  roll  is  completed. 

2a  Available  balance 

To  estimated  revenues  from  taxes  and  mis- 
cellaneous receipts,  etc. 
Collateral  entry  to  No.  2. 
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S  Cash 

To  taxes  receivable 
Entry  made   from   registered  total  of  taxes   col- 
lected. 

Sa  Unapplied  (net  cash)  balance 
To  available  balance 
Collateral  entry  to  No.  3. 

4  Cash 

To  revenue,  miscellaneous  sources 
Entry  made  from  registered  total  of  cash  received 
from  sources  other  than  taxes. 

4a  Unapplied  (net  cash)  balance 

To  estimated  revenues  from  taxes  and  mis- 
cellaneous receipts,  etc. 
Collateral  entry  to  No.  4. 

5  Authorizations  to  incur  liabilities 

To  reserve  for  contracts 
To  reserve  for  open  market  orders 
Entry   made   from    registered   total   of   contracts 
awarded  and  open  market  orders  issued. 
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6  Expenses 
Stores 
Permanent   property 

To  invoices  payable 
Entry  made  from  registereil  total  of  invoices  show- 
insr  deliveries  made  on  contracts  and  orders. 

7  Invoices  payable 

To  vouchers  (or  warrants)  payable 
Entry  made  from  registered  total  of  vouchers  ap- 
proved. 

7a  Reserve  for  contracts 

Resene  for  open  market  orders 

To  unapplied  (net  cash)  balance 
Collateral  entry  to  No.  T. 

8  Cash 

To  temporary  loans 
Entry  made  when  money  is  borrowed  against  out- 
standing taxes  or  other  revenues. 

8a  Unapplied  (net  cash)  balance 

To   reserve    for    retirement   of   temporary 
loans 
Collateral  entry  to  No.  8. 
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Peovision  for  Uncollectible  Taxes 

Owing  to  the  fact  that  in  practical  experience 
there  is  nearly  always  a  percentage  of  taxes  which 
either  has  to  be  abated  or  cannot  be  collected  for 
one  reason  or  another,  it  is  necessary  to  set  up  a  re- 
serve to  provide  for  the  loss. 

The  practical  way  of  handling  this  problem  is  to 
include  in  the  budget  an  appropriation  to  provide  for 
this  probable  shrinkage.  For  example,  if  the  experi- 
ence of  the  past  five  years  is  that  on  an  average 
twelve  per  cent,  of  the  taxes  levied  prove  uncollect- 
ible, in  other  words,  that  only  88  per  cent,  of  the 
taxes  levied  are  collected,  the  net  yield  desired  should 
be  divided  by  .88  to  find  the  amount  which  should 
be  levied.  Twelve  per  cent,  of  this  amount  should 
then  be  included  in  the  budget  under  the  title  of 
reserve  for  loss  on  taxes. 

The  entry  in  the  proprietary  accounts  would  be: 

Taxes  receivable  (for  total  amount  of  levy) 

To  revenue,  taxes   (for  yield  desired — 88 

per  cent.). 
To  reserve  for  loss  ( for  anticipated  shrink- 
age in  taxes — 12  per  cent.). 

The  collateral  entry  in  the  fund  accounts  would 
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be  merged  with  the  opening  entry  by  which  the  total 
appropriation  for  the  year  is  put  in  books. 

In  the  general  account  balance  sheet  taxes  re- 
ceivable would  appear  among  the  assets  with  a  de- 
duction "less  reserve  for  loss",  the  net  amount  being 
regarded  as  the  actual  asset. 

A  Fenancial  Steering  Chart 

If  the  balances  of  these  fund  accounts  were  now 
to  be  taken  from  the  general  ledger  and  properly  re- 
lated to  each  other  we  should  have  statements  simi- 
lar to  those  shown  in  Exhibits  7  and  8.  Here  we 
have  the  unencumbered  balance  of  authorizations 
to  incur  liabilities  and  the  contingent  liabilities  on 
contracts  and  orders  opposed  by  the  resources,  ac- 
tual and  prospective,  which  should  be  available  by 
the  time  these  contingent  liabilities  mature  into  actual 
liabilities. 

The  details  of  the  unencumbered  balances  and 
contingent  liabilities  are  carried  in  appropriation 
ledgers,  liability  books,  etc.,  over  which  records  these 
accounts  operate  as  controlling  accounts. 

The  unapplied  (net  cash)  balance  appearing  in 
Exhibit  7  will  be  found  identical  with  the  differ- 
ence between  the  cash  on  hand  and  the  immediate  de- 
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CITY  OF  NEW  ROCHELLE,  N.  Y. 
Fund  Balance  Sheet— General  Account  as  at  December  31,  1910 

(No  statement  of  this  character  is  issued  by  New  Rochelle) 


Debits 

from  taxes  and  miscellaneous  receipts  required 


receivable) 156.923 .  05 


Authorizations  to  incur  liabilities,  unexpended  balances $140,375.05 

Unencumbered  balances $113,990. B7 

Reserve  for  contracts  (unliquidated  contracts) 2,000.00 


orders) 
Reserve  fi 


for    open    market    orders     (unliquidated 


1  anticipation  of  taxes 278,000.00 


TOTAL  DEBIT  BALANCES $«S.37S  05 


TOTAL  CREDIT  BALANCES $418,375.05 


Fund  Balance  Sheet — Capital  Account— Loan  Funds 
Debits  Credits 

r  liabilities,  une.^pended  ball 


Authorization  to  incur  liabilities,  unctpended  balances $269,225.46 

Unencumbered  balances $37,000.00 

Reserve  for  contracts  (unliquidated  contracts) 232,225.46 

Reserve    for    open     market     orders     (unliquidated 


TOTAL  DEBIT  BALANCES 8276.304,79 


TOTAL  CREDIT  BALANCES $270,304.79 


A   FINANCIAL    STEERING   CHART 

mands  for  cash,  i.e.,  audited  vouchers  payable 
shown  in  the  general  account  balance  sheet  illustrated 
in  Chapter  II  (Exhibit  5)  ;  in  other  words,  it  repre- 
sents the  surplus  cash  which  is  on  hand  and  held  in 
anticipation  of  liabilities  not  yet  incurred  or  which 
are  as  yet  only  in  the  contingent  stage. 

The  available  balance  is  the  exact  amount  shown 
among  the  assets  in  the  general  account  balance  sheet 
as  taxes  or  revenue  receivable — provided  that  all 
taxes  and  revenues  receivable  are  for  the  general 
fund.  If,  however,  as  sometimes  happens,  only  cash 
received  from  one  source  or  another  is  available  for 
appropriation  purposes  then  there  would  be  a  corre- 
sponding difference. 

The  information  shown  by  these  fund  accounts  is 
of  fundamental  importance  to  the  financial  officer  in 
preparing  for  future  financing,  yet  it  is  a  fact  that 
the  accounts  of  very  few  cities  are  so  kept  that  this 
information  can  be  shown  automatically  by  the  ac- 
counts, that  is,  without  special  analysis  involving  in 
most  cases  a  great  amount  of  time  and  labor. 

The  account  entitled  estimated  revenues  from 
taxes  and  miscellaneous  receipts  required  ta  meet 
budget  authorizations  will  show  at  the  end  of  the 
year  whether  sufficient  revenues  have  been  realized. 
If  the  account  shows  a  credit  balance,  it  means  that 
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expectations  have  been  more  than  realized  and  that 
the  excess  may  be  applied  to  reduce  taxes  of  the  fol- 
lowing year.  A  debit  balance  would  indicate  that 
sufficient  revenue  to  meet  appropriations  had  not 
been  realized  and,  assuming  that  the  full  amount  of 
appropriations  in  force  would  be  spent,  this  balance 
would  have  to  be  included  in  the  tax  levy  of  the  fol- 
lowing year. 

This  debit  balance  must  therefore  be  considered  as 
a  prospective  asset  inasmuch  as  it  must  be  provided 
for  in  the  tax  levy  of  the  following  3'ear.  When 
this  amount  is  added  to  the  surplus  shown  by  the 
general  account  balance  sheet  and  the  items  on  the 
credit  side  of  the  fund  balance  sheet  are  deducted 
from  the  total,  as  is  done  in  the  summary  consoli- 
dated balance  sheet  (Exhibit  14),  we  have  the 
uncommitted  balance  of  the  general  account,  in 
other  words,  the  amount  available  for  further  appro- 
priation. 

It  will  be  observed  that  the  general  account  bal- 
ance sheet  and  the  fund  balance  sheet  are  distinct 
categories,  the  former  comprehending  actual  or  re- 
alized quantities,  the  latter  dealing  with  prospective 
assets  and  contingent  liabilities  which  in  due  course 
will  become  actual;  but  the  two  statements  must  be 
brought  together  or  combined,  as  previously  stated, 
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to  show  the  full  picture  of  the  city's  financial  status 
and  prospects. 

Fund  Balance  Sheet  and  Borrowings  for 
Outlays 

A  separate  group  of  fund  accounts  for  bond  funds 
is  required,  the  procedure  for  conducting  them  being 
similar  to  that  suggested  for  revenue  funds.  In- 
stead of  the  account  estimated  revenues  from  taxes 
and  miscellaneous  receipts  required  to  meet  budget 
authorizations,  the  account  loans  authorized  and 
unissued  is  substituted,  the  offsetting  account  being 
authorizations  to  incur  liabilities  as  in  the  case  of 
revenue  funds.  In  other  respects  the  same  kinds  of 
account  are  employed  and  their  development  pro- 
ceeds in  the  same  way. 

The  New  Rochelle  Balance  Sheet 

In  the  New  Rochelle  balance  sheet  as  issued,  re- 
produced in  Chapter  II,  appropriations  are  shown 
among  the  liabilities  at  $466,134!.17.  This  figure, 
as  will  now  be  seen,  resolves  itself  into  several 
amounts  having  entirely  different  financial  relations. 
Not  only  does  this  amount  consist  of  unencumbered 
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appropriations  and  contingent  liabilities  on  contracts 
and  orders  of  the  general  account,  but  it  includes 
similar  items  belonging  to  funds  raised  by  the  sale  of 
bonds. 

The  large  debit  balance  representing  the  amount 
not  realized  of  estimated  revenues,  $129,156.28,  is 
due  chiefly  to  the  fact  that  the  taxes  in  arrears, 
which  according  to  charter  provision  of  this  city 
must  be  devoted  to  paying  off  the  bonded  debt,  have 
been  charged  back  to  this  account  coincident  with 
their  removal  from  the  assets  of  the  general  account 
to  the  assets  of  the  sinking  fund  in  order  to  show  the 
amount  which  must  be  included  in  the  tax  levy  of  the 
following  year. 

Contrast  with  this  the  financial  statements  of  the 
town  of  Montclair,  New  Jersey.  These  statements 
tell  accurately  and  completely  the  story  of  every 
financial  relation  of  the  municipality  (Exhibits  29» 
30  and  accompanying  schedules). 


CHAPTER  IV 
THE   CAPITAL   ACCOUNT   BALANCE   SHEET 

In  a  previous  chapter  it  was  stated  that  the  prin- 
cipal business  of  a  municipal  corporation  is  to  per- 
form certain  kinds  of  service  for  the  benefit  of  the 
community;  that  this  meant  raising  revenues  and 
spending  them  for  operation  and  maintenance;  that 
these  acts  created  assets  and  liabilities ;  and  that 
these  assets  and  liabilities  were  best  exhibited  in  a 
separate  statement,  which  we  designated  a  general 
account  balance  sheet  (Exhibit  5). 

A  municipality  has  another  important  category 
of  assets  and  liabilities,  namely,  those  relating  to  the 
equipment,  plants  and  other  properties  acquired  and 
maintained  by  which  public  service  is  performed. 
For  example,  in  the  work  of  cleaning  streets,  horses, 
carts,  disposal  plants,  and  other  property  are  re- 
quired; in  furnishing  fire  protection,  fire-fighting 
equipment,  engine  houses,  telegraph  alarm  plants 
are  necessary,  and  so  on. 

These  assets  and  the  liabilities  incurred  in  acquir- 
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ing  them  are  obviously  in  a  distinct  category  from 
those  relating  to  operation.  For  this  reason  they 
are  best  exhibited  in  a  separate  statement.  This 
statement,  an  illustration  of  which  is  found  in  Ex- 
hibit 9,  we  call  a  capital  account  balance  sheet. 

Results  to  Be  Recorded 

Every  municipal  transaction  involving  expenditure 
of  money  or  an  incurrence  of  liability  must  be  re- 
corded with  reference  to  two  distinct  requirements. 
First,  a  fund  account  fixing  a  limit  of  expenditure 
must  be  charged  in  order  that  funds  shall  not  be 
over-expended.  Second,  an  asset  account,  or  an 
expense  account,  as  the  case  may  be,  must  be  charged 
as  in  any  commercial  business,  in  order  that  the  ad- 
ministrator may  know  what  became  of  the  money. 

If  this  procedure  were  not  observed  and  only  the 
first  of  these  requirements  were  taken  into  considera- 
tion, we  should  have  only  fund  accounts  telling  how 
much  money  had  been  spent  and  the  balance  of  the 
appropriation  or  other  authorization  unexpended. 
If  all  the  money  had  been  spent  these  accounts  would 
be  closed  or  balanced.  We  should  not  have  accounts 
with  debit  balances  showing  what  funds  had  been 
spent  for;  we  should  not  have  complete,  accurate 
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CIT¥  OF  NEW  ROCHELLE,  N.  Y. 
Balance  Sheet  as  at  December  31,  1910— Capital  Account 

the  results  of  transuctions  relating  to  assessments  and  outlays  for  permanent  improvem 
relating  lo  current  revenues  and  expenses,  see  genera]  account  balance  sheet  (Exhibit  5). 


Liabilities  and  Surplu 


Cash SSr9,:!04.79 

Assessments  receivable: 

Sidewalk S07.880.G7 

Sewer 01.93S-54 

Paving 31,897.83      l.".l. 11(1.44 

Lfical  improvements  in  pr  igress t91  .StiO .  4S 

Lands,  buildings,  equipment,  and  other  permanent  improvements.  .  .  .   2,588.S4(».82 


Audited  vouchers  payable "33,000.00 

Certificates  of  indebtedness  issued  tor: 

Sidewallt  improvements $100,000.00 

Sewer  improvements 93.062.30 

Street  paving  improvemenU 37,000 .  00      230,064 .  40 

Certifinitps  of  indebtedness  issued  for  construction Sfi,252.8« 

DonJcd  debt $2,490,058.46 

Less  sinking  fund  cash  (form  of  sinking  fund  balance 

sheet  illustrated  in  Exhibit  12) 78,267.80  2,421,390.06 

Surplus— Cash  over  immediate  demands  for  cash $270,304.79 

Surplus — Properties  and  other  assets  over  certificates  of 

indebtedness  and  net  funded  debt 133,024.01 

Total  surplus,  capital  account 409,988.80 

Total  Uabililies  and  surplus,  capital  account .$3,090,634.48 


•Estimated  ( 
tSince  Decei 
sing  sueh  i 


Note:  Bonded  debt  i 


ccount  of  separating  voucher 
r  31,  1910.  $H8,30'2,10  of  this 


?  deficiency  bonds,  the  details  of  which  are  not  at  hand.     Ordinarily  it  would  be  better  form  t 


STATEMENT  RECONCILING  DEFICIT 
Sbown  by  New  Rochelle's  Statement  with  Defleit  Shown  by  Recast  Statements 

New  Rochelle's  Statement 

Deficit  as  shown  by  New  Rochelle's  statement  (Exhibit  4) $247.275 .53 

Recast  Statements 

Deficit  of  general  account  as  shown  by  general  account  balance  sheet  (Ex.  5)  and  by  fund  balance  sheet,  general  ac-  ^^ 

count  (Ex.  7) ; ,■■■,*" -.   1 ; owofLa  a* 

Liabilitv  for  construction  certificates  removed  from  general  account  and  transferred  to  capital  account  ... xo.-as.a^ 

Local  improvements  in  progress  paid  from  assessment  certificates  not  shown  ^s  an  a.sset  in  New  Rochelles  balance  sheet, 

of  this  amount  $68,302.10  has  already  been  assessed  since  the  date  of  the  statement  (sec  Ex.  9  above) ^^-^^^-^^      247,^75.53 


RESULTS    TO    BE    RECORDED 

and  prompt  information  about  expenses,  stores,  and 
properties ;  nor  would  we  have  produced  general 
ledger  accounts  from  which  a  balance  sheet  and  a 
revenue  and  expense  statement  could  be  prepared. 
Notwithstanding  this,  most  cities  observe  only  the 
first-mentioned  requirement. 

What  would  be  thought  of  a  merchant  or  manu- 
facturer who  kept  only  a  cash  book  account  or  rec- 
ord of  cash  payments  and  did  not  currently  post 
these  payments  to  a  ledger  containing  separate  ex- 
penditure accounts  for  real  estate,  buildings,  equip- 
ment, supplies,  salaries,  general  expenses,  etc.,  so 
that  the  accounts  would  show  currently  and  auto- 
matically how  much  had  been  spent  to  date  under 
each  head? 

If  a  city's  accounts  are  to  serve  their  full  purpose 
and  not  tell  half  stories,  they  must  be  so  kept  as  to 
show  not  only  how  much  of  each  appropriation  is 
spent,  but,  by  means  of  suitably  classified  expendi- 
ture accounts,  what  it  is  spent  for.  For  example, 
how  can  the  personal  property  of  a  city  be  properly 
accounted  for  and  conserved  against  loss  by  waste, 
negligence  or  theft  unless  accounts  are  set  up  cur- 
rently as  purchases  are  made,  which  will  show  what 
property  should  be  on  hand?  How  can  an  incoming 
department  head  perform  his  full  duty  to  the  public 
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if  he  has  no  means  of  knowing  what  property  he  is 
assuming  responsibility  for  as  custodian,  or  how  can 
he  be  properly  relieved  of  this  responsibility  on  re- 
tiring from  office  unless  such  means  are  at  hand? 

Facts  Which  Should  Be  Set  Forth  in  a  Capital 
Account  Balance  Sheet 

A  capital  account  balance  sheet  tells  what  the 
status  is  of  accounts  representing  outlays  for  per- 
manent properties  and  improvements  and  shows  what 
current  obligations  the  city  owes  on  account  of  these 
outlays,  and  the  amount  of  the  bonded  debt. 

It  will  be  observed  that  in  the  subjoined  state- 
ment cash  is  included  among  the  assets  of  the  capital 
account  as  well  as  among  the  assets  of  the  general 
account  discussed  in  Chapter  II.  Capital  account 
cash  is  that  which  is  raised  and  held  exclusively  for 
purchasing  permanent  properties  or  for  meeting  capi- 
tal liabilities.    It  is  usually  obtained  by  selling  bonds. 

If  money  for  capital  outlays  is  provided  by  direct 
appropriations  a  charge  for  the  outlays  is  made  in 
the  general  account  and  carried  until  the  end  of  the 
fiscal  year.  These  charges  are  then  transferred  to 
the  capital  account  by  debiting  the  surplus  of  the 
general  account  and  crediting  the  account  originally 
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charged,  and  by  debiting  a  property  account   and 
crediting  the  surplus  of  the  capital  account. 

It  will  also  be  noted  that  there  are  demand  lia- 
bilities included  among  the  capital  liabilities  as  well 
as  among  the  liabilities  of  the  general  or  current  ac- 
count, as,  for  example,  vouchers  for  the  purchase  of 
equipment  or  on  account  of  construction,  awards  in 
condemnation  proceedings,  etc.  Inasmuch  as  these 
liabilities  are  liquidated  by  cash  held  for  capital  ex- 
penditure, they  are  properly  shown  in  the  capital 
balance  sheet  opposed  to  cash. 

Value  of  Contrasting  Permanent  Properties 
WITH  Bonded  Debt 

It  is  sometimes  urged  that  permanent  properties 
and  bonded  debt  of  cities  should  not  be  contrasted  in 
balance  sheet  form  for  the  reason  that  the  former  are 
never  regarded  as  available  for  liquidating  the 
bonded  debt.  Those  who  hold  this  view  do  not  con- 
tend, however,  that  these  facts  should  not  be  re- 
ported in  some  manner. 

With  respect  to  this  contention  it  need  only  be 
said  that  the  purpose  of  the  capital  balance  sheet  is 
not  to  show  resources  available  to  meet  the  bonded 
debt — these  are  to  be  found  in  the  sinking  fund  ac- 
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count.  What  is  intended  is  to  produce  useful  in- 
formation about  the  results  of  past  transactions  in 
60  far  as  they  may  affect  the  future.  In  this  rela- 
tion it  is  contended  that  the  bonded  debt  is  an  ob- 
ligation to  be  met  by  the  taxpayers  in  future  years. 
Since  a  heritage  of  debt  has  been  provided,  it  is  but 
just  that  the  heritage  of  useful  properties  acquired 
may  also  be  definitely  known.  So  far  as  the  future 
taxpayer  is  concerned  the  capital  account  balance 
sheet  is  a  summary  of  inventories  of  debts  and  prop- 
erties inherited.  So  far  as  the  present  question  is 
concerned  the  capital  account  balance  sheet  serves 
several  useful  purposes. 

In  the  first  place,  it  enables  the  taxpayer  to  know 
what  provision  he  is  making  for  his  future.  In  the 
second  place,  it  enables  him  to  know  what  the  officer 
has  done  with  funds  voted  for  the  acquisition  of 
properties  and  the  pa\Tnent  of  debt.  In  the  third 
place,  it  lays  the  foundation  for  thinking  about  the 
need  for  funds  for  capital  use  as  well  as  provides 
for  clearly  distinguishing  current  expenses  from  the 
cost  of  properties  acquired.  In  the  fourth  place,  it 
keeps  before  the  taxpayer  the  data  needed  to  think 
about  the  burdens  of  debt  service  as  compared  with 
the  decrease  in  expenses  such  as  rents.  In  the  fifth 
place,  it  lays  the  foundation  for  thinking  about  ques- 
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iions  of  administration  pertaining  to  property  owned 
and  used,  and  bonded  debt  outstanding. 

Moreover,  we  need  only  recall  that  the  business 
world,  by  established  habit,  expects  to  find  what  a 
concern  owns  and  what  it  owes  in  a  balance  sheet  re- 
gardless of  what  is  the  particular  relation  of  certain 
assets  to  certain  liabilities  included  therein.  No  good 
reason  for  making  an  exception  in  the  case  of  a 
municipal  corporation  appears. 

Finally  a  properly  prepared  balance  sheet  always 
implies  a  certificate  of  character,  so  to  speak,  of  the 
bookkeeping  methods  employed,  indicating  that  ac- 
counts have  been  kept  according  to  double  entry 
methods  and  that  the  books  are  in  balance.  Further- 
more, a  balance  sheet  of  this  character  is  prima  facie 
evidence  that  no  assets  or  liabilities  have  been  omitted 
from  it. 

The  relation  between  the  value  of  permanent  prop- 
erties and  bonded  debt  cannot  fail  to  be  of  interest, 
even  though  this  relation  is  constantly  changing  due 
to  the  fact  that  new  properties  are  being  acquired 
from  time  to  time,  values  of  old  properties  are  depre- 
ciating or  increasing,  old  bond  issues  are  being  re- 
tired, and  new  issues  are  being  floated. 

If  bonded  debt  is  created  only  by  outlays  for  per- 
manent   property,    the    margin    of   properties    over 
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bonded  debt  will  gradually  increase  as  bonds  arc 
paid  off,  and  this  trend  will  be  disclosed  by  the  bal- 
ance sheets  of  successive  years.  If,  on  the  other 
hand,  a  practice  is  made  of  creating  bonded  debt  to 
meet  current  expenses,  evidence  of  such  an  unwise 
financial  policy  will  gradually  be  manifested  in  a 
reduction  of  the  margin  of  properties  over  bonded 
debt,  and  will  be  disclosed  by  successive  balance 
sheets. 

It  is  evident,  therefore,  that  there  is  a  distinct 
value  in  incorporating  the  facts  regarding  perma- 
nent properties  owned  and  bonds  outstanding  in  the 
central  financial  statement  of  the  municipality, 
namely  the  balance  sheet,  especially  as  this  form  of 
presentation  insures  greater  accuracy  and  uniform- 
ity. 

Administrative    Value    of    a    Capital    Account 
Balance  Sheet 

A  properly  prepared  balance  sheet  with  its  sup- 
porting schedules  of  details  is  of  inestimable  value  to 
the  administrator.  It  gives  him  in  summary  form 
periodically — yearly,  quarterly,  monthly  or  daily — 
a  bird's-eye  view  of  what  the  city  owns  and  owes. 
It  is  a  final  summary  upon  which  he  can  base  inquiry 
in  many  directions  and  in  regard  to  many  things. 
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ADMINISTRATIVE    VALUE 

It  shows  him,  among  other  important  facts,  what 
properties  the  administration  is  responsible  for  as 
custodian,  since  each  summary  account  in  the  balance 
sheet  should  be  supported  by  subsidiary  records 
which  give  every  item  of  city  property  from  a  crow- 
bar to  a  city  park,  these  underlying  records  being 
controlled  as  to  their  accuracy  and  completeness  by 
the  summary  accounts. 

Finally,  the  fidelity  of  custodianship,  as  well  as 
the  accuracy  of  information  contained  in  the  account, 
is  proved  periodically  by  inventory.  The  value  of 
the  property  account  may  be  considered  under  three 
heads : 

1  Its  value  to  the  budget-maker 

2  Its  value  to  the  administrator 

3  Its  value  to  the  subordinate. 

The  value  of  exact  information  of  this  kind  to  the 
budget-maker  may  be  illustrated  by  reference  to  the 
form  of  inventory  used  in  the  city  of  Philadelphia  in 
relation  to  its  property  accounts  (Exhibit  11).  On 
this  provision  is  made  for  showing:  (1)  original 
cost;  (2)  date  of  purchase;  (3)  present  condition; 
(4)  present  use;  (5)  probable  period  of  future 
use;  (6)  present  value — or  the  figure  at  which  it 
stands  on  the  books.     From  this  information  all  the 
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buildings  and  equipment  of  the  city  may  be  classi- 
fied by  estimated  periods  of  future  use.  That  is,  in 
one  column  may  be  shown  the  cost  of  property  which 
it  is  estimated  must  be  replaced  this  year,  next  year, 
the  year  following,  and  so  on  to  the  last  year  shown 
on  the  inventory.  The  result  obtained  would  give 
to  those  charged  with  making  estimates  for  appro- 
priations the  information  needed  to  show  how  much 
should  be  included  in  the  budget  for  "replacement" 
of  properties  already  acquired  over  a  period  of 
years.  In  other  words,  by  this  means  the  budget- 
maker  would  have  before  him  the  facts  necessary 
to  prepare,  or  if  prepared,  then  the  supporting  data 
for  a  property  mortality  table  that  would  put  the 
financing  of  "replacements"  on  as  exact  a  basis  as  do 
the  mortality  tables  of  a  life  insurance  company  the 
financing  of  its  risks.  In  case  the  appropriating 
body  failed  or  refused  to  make  proper  provision,  or 
if  an  executive  officer  did  not  request  proper  allow- 
ance, no  one  would  be  deceived.  The  basis  would  be 
laid  for  intelligent  action. 

The  value  of  a  complete  and  accurate  property 
account  to  the  administrator  is  two-fold: 

1   It  lays  the  foundation  for  administering  on  the 
fidelity  or  infidelity  of  subordinates. 
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2  It  lays  the  foundation  for  administering  on  up- 
keep. 

3  It  lays  the  foundation  for  administering  on  the 
efficiency  of  subordinates  in  caring  for  and  using 
buildings  and  equipment. 

No  one  doubts  the  advantage  of  a  strict  account 
for  cash.  Yet  there  are  many  kinds  of  property 
for  which  it  is  just  as  important  to  provide  protec- 
tion,  in  fact,  even  more  important  to  the  work  of  the 
city.  These  advantages  are  discussed  at  some  length 
later.  At  this  point,  it  seems  needful  to  say  only 
that  what  "property  mortality"  statistics  are  to  the 
budget-maker,  "property  vital"  statistics  are  to  the 
administrator.  The  property  account  lays  the  foun- 
dation for  audit  of  sales,  condemnations,  demolitions,, 
losses,  and  other  mortality  returns ;  it  lays  the  foun- 
dation for  actuarial  data  pertaining  to  "upkeep" 
over  a  period  of  years ;  it  gives  a  basis  for  estab- 
lishing reserves  for  "depreciation".  All  of  these  are 
data  essential  to  sound  thinking. 

The  value  to  the  subordinate  is  that  it  enables 
each  custodian  and  each  keeper  or  caretaker  to  make 
an  efficiency  record.  He  has  the  benefit  of  his  con- 
sideration for  the  public  welfare  in  giving  attention 
to  the  implements  or  instruments  provided  for  ren* 
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dering  public  service.  This  is  not  only  due  to  the 
employee,  but  is  the  kind  of  a  premium  to  be  placed 
on  fidelity  and  efficient  service  that  the  public  cannot 
well  forego. 

In  some  cities  property  is  sometimes  bought  and 
permitted  to  lie  idle.  After  a  while  it  is  forgotten. 
The  accounts  summarized  in  a  capital  balance  sheet 
are  a  constant  reminder  that  property  is  owned  that 
should  be  making  good  account  of  itself. 

Finally,  the  value  of  the  good  effect  which  a  well- 
prepared  balance  sheet  must  necessarily  produce  in 
the  minds  of  prospective  buyers  of  a  city's  bonds 
ehould  not  be  overlooked. 

What  Is  Capital  Surplus  as  Distinguished  fkom 
Current  Surplus 

It  is  relatively  unimportant  what  the  excess  of 
capital  assets  over  capital  liabilities  is  called,  so  long 
as  the  difference  is  clearly  stated ;  that  is,  so  long  as 
the  excess  of  cash  over  immediate  demands  for  cash 
is  shown  separately  from  the  excess  of  permanent 
property  over  the  funded  debt. 

These  balances  may  with  perfect  propriety  be 
called  "surplus",  and,  so  long  as  separate  statements 
are  made  of  the  capital  account  and  th€:  general  ac- 
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count,  no  one  need  be  misled  into  thinking  that  a 
city  is  in  good  financial  condition  because  it  has  an 
excess  of  properties  over  bonded  debt,  while  at  the 
same  time  there  is  a  deficit  in  the  general  account — 
that  is,  a  deficit  caused  by  expenses  exceeding  rev- 
enues. With  equal  propriety  this  excess  may  be 
called  "funds,  properties  and  equipment  provided  by 
revenue". 

While  these  two  statements  showing  present  con- 
ditions are  expressed  separately  for  the  reason  that 
each  tells  a  different  story,  all  the  financial  data  may 
be  reduced  to  a  single  summary.  The  advantage  of 
doing  this  is  to  have  the  capital  balance  sheet,  the 
current  or  general  account  balance  sheet  with  other 
statements,  brought  together  in  a  summary  consoli- 
dated balance  sheet  in  order  that  every  element  of 
the  city's  condition  which  is  reflected  in  the  accounts 
may  be  seen  at  a  glance,  the  several  individual  bal- 
ance sheets  being  in  the  nature  of  supporting  sched- 
ules to  this  summary.  An  illustration  of  such  a  sum- 
mary will  be  found  in  Exhibit  14. 

Valuation  of  Permanent  Properties 

It  is  of  secondary  importance  whether  properties 
are  shown  in  a  municipal  balance  sheet  at  cost  or 

[55] 


CAPITAL  ACCOUNT  BALANCE  SHEET 

present  value.  It  is  of  primary  importance,  how- 
ever, that  cost  should  be  shown  in  the  detail  accounts 
and  inventories  for  the  reasons  already  set  forth. 
The  better  practice,  in  public  as  well  as  private 
accounting,  is  to  show  properties  on  the  balance 
sheet  at  cost  and  to  set  up  a  reserve  for  deprecia- 
tion, the  net  amount  being  extended  as  the  asset  of 
the  city.  Both  would  then  be  supported  in  detail 
by  inventory  or  otherwise.  Where  property  ac- 
counts are  currently  charged  with  outlays  they  will 
always  show  cost,  and  there  will  not  be  many  in- 
stances where  cost  will  not  suffice  for  balance  sheet 
purposes.  However,  it  is  advisable  to  state  in  a 
footnote  in  the  balance  sheet  whether  cost  or  present 
Talue  is  used. 

Of  course  under  a  scientific  financial  plan,  in  the 
case  of  properties  that  are  continually  undergoing 
deterioration,  an  annual  charge  to  expenses  should 
Tbe  made  for  depreciation,  and  provision  for  this 
charge  should  be  included  in  the  budget  of  expenses. 
These  charges  should  be  credited  to  a  reserve  for 
depreciation  account  so  that  the  facts  may  be  known 
both  as  to  original  cost  and  the  amount  provided  to 
meet  depreciation.  By  charging  at  cost  properties 
Acquired,  additions,  and  betterments,  until  demolished 
or  sold,  and  by  treating  the  depreciation  reserve  as 
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an  insurance  against  loss  from  deterioration,  not  only 
the  community  but  the  officer  will  have  useful  infor- 
mation that  is  usually  lacking  in  municipalities.  At 
the  end  of  the  period  estimated  to  be  the  life  of  the 
property,  there  should  be  represented  in  this  reserve 
a  fund  sufficient  to  replace  the  property  at  cost.  It 
is  to  be  noted  that  the  accounting  system  of  the 
United  States  Reclamation  Service,  referred  to  in 
Chapter  XI,  provides  for  reporting  monthly  to  the 
central  office  depreciation  on  both  plant  and  equip- 
ment (Exhibits  25  and  28).  The  amounts  thus  re- 
ported form  the  basis  for  increase  in  depreciation 
ledger  accounts.  This  is  the  only  way  by  which  an 
equitable  distribution  of  the  cost  of  permanent  im- 
provements and  properties  can  be  made  as  between 
present  and  future  water  rate  payers  and  at  the  same 
time  the  investment  of  the  government  protected. 

Steps  Necessary  to  Establish  Property 
Accounts 

To  set  up  accounts  showing  all  the  permanent 
property  owned  by  a  city  it  is  necessary  to  make  an 
inventory.  This  inventory  should  provide  for  the 
description  of  each  item,  date  of  purchase  or  con- 
struction, original  cost,  statement  as  to  present  con- 
dition, estimate  of  probable  life  to  run,  estimated 
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depreciation  or  appreciation,  the  net  or  present 
depreciated  cost,  and  when  completed  should  be  cer- 
tified as  correct  by  the  department  heads  having 
jurisdiction,  space  being  left  in  the  record  for  inde- 
pendent appraisement  or  adjustment  of  figures  re- 
ported. 

The  real  estate  property  ledger  should  provide  on 
the  page  opposite  each  account  for  a  drawing  and 
description  of  property  with  references  to  current 
files  of  data  submitted  from  time  to  time  as  budget 
estimates.  When  the  values  at  which  the  properties 
are  to  be  entered  in  the  property  ledger  have  been 
determined,  an  entry  should  be  made  debiting  each 
property  account.  On  the  credit  side  of  the  ledger 
these  accounts  would  be  offset  by  the  reserve  for 
depreciation,  losses,  sales,  etc.  In  the  general  ledger 
only  totals  showing  cost  and  the  depreciaticm  re- 
serve would  be  used. 

Tkeatment  of  Assessment  Accounts 

Accounts  relating  to  improvements  which  are  as- 
sessable against  property  deemed  benefited  are  in- 
cluded among  the  capital  accounts  because  these 
improvements  belong  to  the  city  and  increase  the 
capital  surplus. 
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Stated  in  general  terms,  the  theory  of  assessment 
accounts  is  that  the  city  lays  out  money  for  im- 
provements benefiting  particular  sections  of  the  city 
and  then  levies  assessments  against  the  property 
benefited  to  recover  the  money  so  spent.  In  some 
cities  the  property  owner  deals  with  the  contractor, 
the  city  merely  acting  as  agent.  In  such  cases, 
however,  the  improvement  usually  belongs  to  the  city 
when  completed. 

Probably  the  most  used  method  of  financing  these 
expenditures  is  to  issue  bonds,  sometimes  called  as- 
sessment bonds.  Outlays  for  the  improvements  are 
charged  to  a  local  improvements  in  progress  ac- 
count and  when  the  improvement  is  completed, 
assessments  receivable,  representing  accounts  against 
individual  owners  of  property  benefited,  is  charged 
and  the  former  account  credited;  at  the  same  time 
an  account  with  permanent  improvements  is  charged 
and  capital  surplus  is  credited.  Such  an  arrange- 
ment enables  the  city  to  carry  on  a  large  or  small 
improvement  as  may  be  required. 

In  the  case  of  improvements  paid  for  out  of  bond 
funds  care  must  be  exercised  to  see  that  money 
recovered  from  property  owners  by  the  collection 
of  assessments  is  applied  to  retire  the  bonds  sold 
for  the   purpose   or   returned   to   the   source   from 
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which  it  was  obtained.  This  mav  be  done  by  credit- 
ing collections,  exclusive  of  interest  and  penalties,  to 
reserve  for  retirement  of  assessment  bonds  and 
debiting  unapplied  (net  cash)  balance  in  the  fund 
balance  sheet  (Exhibit  8).  The  money  provided  by 
the  city  to  meet  any  deficiency  in  assessments  or  to 
pay  assessments  on  city-owned  property  must  also 
be  credited  to  this  reserve.  When  all  assessments 
have  been  collected  there  will  be  just  enough  money 
represented  by  this  reserve  to  pay  off  the  bonds 
originally  sold  to  raise  funds  for  the  assessable  im- 
provements. This  illustrates  another  phase  of  the 
utility  of  the  fimd  accounts  and  the  fund  balance 
sheet. 

Effect  of  Recastls'g  New  Rochelle's  State- 
ments 

It  will  be  observed  that  in  recasting  New  Ro- 
chelle's  balance  sheet  and  by  including  in  the  recast 
statements  certain  items  which  were  omitted  from 
New  Rochelle's  statement  as  issued,  the  deficit  of 
$247,275.53  shown  by  the  latter  becomes  a  deficit 
of  only  $129,156.28.  The  explanation  of  this  dif- 
ference will  be  found  in  the  reconcilement  statement 
(Exhibit  10). 
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One  of  the  most  important  things  a  city  has  to 
do  is  to  make  provision  each  year  for  paying  off  its 
bonds  as  they  mature.  Notwithstanding  this,  it  is 
probably  true  that  there  are  few  operations  handled 
less  scientifically  than  the  computation  of  sinking 
funds. 

Every  city  at  some  time  or  other  is  obliged  to 
borrow  money  on  its  bonds  to  pay  for  properties 
purchased  or  improvements  made.  Indeed,  some 
cities  have  been  known  to  be  so  improvident  as  to 
issue  long  term  bonds  to  make  up  accumulated  short- 
ages in  current  revenues,  otherwise  known  as  de- 
ficiencies. 

If  a  city  fails  to  provide  for  the  retirement  of  its 
bonds  at  maturity  either  by  amortization  through 
sinking  fund  or  installment  redemptions,  it  places 
itself  at  an  obvious  disadvantage  in  offering  its  bonds 
for  sale. 

It  is  surprising  how  few  cities  really  pursue  exact 
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methods  in  providing  for  the  retirement  of  bonded 
debt.  When  we  realize  what  a  simple  matter  it  is 
to  compute  sinking  funds  and  provide  the  annual 
installments  necessar\^  and  then  see  how  officials  have 
failed  to  do  their  duty  in  this  respect,  we  get  an  idea 
of  the  unscientific  character  of  many  of  our  city  gov- 
ernments. 

The  incoming  mayor  of  a  small  eastern  city  hav- 
ing a  gross  bonded  debt  of  a  little  over  $2,000,000, 
found  that  the  sinking  fund  was  short  $600,000. 
Provision  for  one-half  of  this  amount  had  never  been 
made  and  the  other  half,  although  provided  for  by 
annual  taxation,  had  never  been  paid  into  the  sink- 
ing fund,  having  been  used  for  current  expenses,  al- 
though book  entries  showing  what  the  sinking  fund 
was  entitled  to  were  made. 

Improperly  considered  state  laws  are  also  respon- 
sible for  bad  methods  of  administering  sinking  funds. 
In  an  eastern  state  three  and  one-third  per  cent,  of 
par  value  was  fixed  by  law  as  the  amount  which  cer- 
tain municipalities  should  set  aside  for  sinking  funds. 
Assuming  that  three  and  one-half  per  cent,  could  be 
earned  by  sinking  funds,  this  annual  provision  would 
retire  the  bonds  in  about  twenty-one  years.  If  bonds 
were  issued  for  a  longer  term,  and  they  usually  are, 
sinking  funds   provided  on  this   basis  would  be  far 

[62] 


HOW    SINKING    FUND    IS    ESTABLISHED 

in  excess  of  requirements,  thus  placing  an  excessive 
burden  on  taxpayers. 

Under  sound  financial  methods  for  retiring  its 
bonds  at  maturity,  there  is  no  reason  why  any  city 
should  not  be  able  to  borrow  money  freely  on  favor- 
able terms  for  permanent  properties  and  improve- 
ments. Of  course,  such  improvements  must  be  con- 
servatively projected,  and  obligations  as  issued  must 
fall  within  constitutional  or  statutory  limitations 
upon  municipal  indebtedness. 

In  determining  the  period  for  which  bonds  should 
run,  it  should  be  set  down  as  a  principle  that,  where 
there  is  not  a  well  defined  plan  for  providing  a  re- 
serve for  depreciation  on  properties  and  improve- 
ments or  on  such  replacements  as  new  pavements, 
by  which  there  will  be  a  cash  fund  accumulated  suf- 
ficient to  replace  properties  by  the  time  they  become 
worthless  or  obsolete,  bonds  should  not  be  issued  for 
a  term  longer  than  the  life  of  the  properties  or 
repairs. 

How  A  Sinking  Fund  Is  Established 

To  make  certain  that  there  will  be  money  availa- 
ble to  pay  off  the  bonds  when  they  become  due  it  is 
customary,  and  frequently  made  obligatory  by  the 
contract  with  the  bondholders  or  by  the  special  leg- 
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islative  act  authorizing  the  issue,  to  raise  by  taxa- 
tion and  set  aside  a  certain  amount  of  money  each 
year  which  will  accumulate  to  the  required  amount 
by  the  time  the  bonds  fall  due.  This  yearly  pro- 
vision constitutes  a  sinking  fund. 

It  is  customary  to  turn  the  money  over  to  trus- 
tees so  that  it  may  be  kept  separate  from  the  current 
funds  of  the  city.  These  trustees  constitute  a  sink- 
ing fund  commission  whose  business  is  to  invest  the 
sinking  fund  so  that  it  will  earn  an  adequate  income 
and  to  see  that  the  city's  bond  obligations  are  prop- 
erly discharged  at  maturity. 

If  the  annual  paymenls  to  the  sinking  fund  were 
not  invested,  it  is  obvious  that  they  could  be  com- 
puted by  dividing  the  total  amount  of  bonds  by  the 
number  of  years  they  have  to  run.  But  as  the  sink- 
ing funds  are  made  to  earn  an  income,  it  is  equally 
obvious  that  the  yearly  payments  may  be  smaller  by 
exactly  the  amount  by  which  they  will  be  augmented 
by  interest  earned. 

For  example,  if  it  were  desired  to  create  a  sinking 
fund  to  pay  off  a  ten-year  loan  of  $100,000,  the 
annual  payments,  if  not  invested,  would  have  to  be 
$10,000.  By  making  the  fund  earn  interest  at  three 
per  cent,  throughout  the  period,  however,  the  an- 
nual payments  would  have  to  be  only  $8,723.05. 
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Bonds  payable  in  yearly  installments  are  called 
serial  bonds.  If  the  installments  are  equal  for  each, 
year  and  begin  the  first  year  after  issue,  no  sinking 
fund  is  required.  If,  however,  the  first  installment 
of  bonds  is  not  paid  off  until  some  time  after  the 
second  year,  a  sinking  fund  provision  should  be 
made.  The  yearly  payment  into  the  sinking  fund 
should  be  an  amount  which  will  equalize  the  burden 
of  the  loan  throughout  the  period  from  the  time  the 
loan  is  made  until  the  last  installment  of  bonds  is 
paid  off. 

What  a  Sinking  Fund  Balance  Sheet   Should 

Show 

The  trust  imposed  upon  the  commissioners  of  the 
sinking  fund  is  one  calling  for  careful  and  judicious 
administration.  It  is  very  important  that  the  an- 
nual payments  or  installments  be  accurately  com- 
puted. 

The  two  most  important  points  to  be  brought  out 
in  a  statement  of  the  sinking  fund,  otherwise  the 
sinking  fund  balance  sheet,  are  the  amount  in  the 
fund  in  cash  and  investments  at  a  given  time  and 
the  amount  that  should  be  in  the  fund  at  that  time. 
With  these  two  points  of  information  it  is  easy  to 
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see  how  carefully  the  sinking  fund  commissioners  are 
administering  their  trust. 

For  example,  to  use  the  illustration  already  re- 
ferred to,  at  the  end  of  the  third  year,  according  to 
actuarial  or  sinking  fund  tables  (obtainable  at  book- 
dealers),  there  should  be  in  the  sinking  fund  $26,- 
962.08,  that  is,  three  times  $8,723.05,  the  annual 
payment  already  mentioned,  plus  interest  com- 
pounded yearly  at  three  per  cent.  This  we  call  the 
reserve  required  to  retire  bonded  debt  at  ma- 
turity. There  may  be  more  or  less  than  this  in 
actual  cash  and  investments  in  the  fund.  If  less, 
it  indicates  that  the  installments  are  not  large  enough 
or  that  the  fund  is  earning  a  lower  rate  of  interest 
than  was  contemplated  at  the  outset.  If  more,  the 
excess  constitutes  a  free  surplus  which  may  be  ap- 
plied as   circumstances  or  local  conditions  prompt. 

Financial  Officer   Should   Keep  Sinking  Fund 

Accounts 

It  is  essential  that  detailed  accounts  relating  to 
sinking  funds  be  kept  under  the  supervision  of  the 
city's  chief  financial  officer,  and  not  alone  by  the 
sinking  fund  commissioners,  as  the  former  should  at 
all  times  be  in  a  position  to  exercise  financial  con- 
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trol  over  sinking  fund  transactions  and  to  report 
the  condition  of  the  accounts.  Sinking  fund  com« 
missioners  may,  of  course,  keep  such  additional  ac- 
counts as  they  deem  necessary  or  as  may  be  required 
by  law. 

How  THE  Accounts  Are  Developed 

The  first  entry  to  be  made  in  establishing  sinking^ 
fund  accounts  on  a  scientific  basis  is  analogous  to 
the  first  entry  for  fund  accounts  explained  in  Chap- 
ter HI;  that  is  to  say,  an  account  is  set  up  to  show 
what  provision  for  retiring  the  debt  has  to  be  made; 
likewise  an  account  to  represent  the  source  of  the 
provision  is  opened.  Thus,  we  debit  sinking  fund 
cash  requirements  and  credit  reserve  required  to 
retire  bonded  debt  at  maturity. 

In  many  cities  the  revenues  from  certain  miscel- 
laneous sources  are  by  charter  provision  required  to 
be  devoted  exclusively  to  the  sinking  fund.  An  esti- 
mate of  the  probable  amount  of  revenues  which  will 
be  available  during  the  current  period  is  made,  the 
balance  of  the  requirements  being  included  in  the 
budget.  In  such  a  case  it  is  apparent  that  there 
are  two  sources  from  which  the  sinking  fund  require- 
ments may  be  obtained. 
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When  the  money  provided  by  the  budget  is 
received  bv  the  sinking  fund,  sinking  fund  cash  re- 
quirements is  credited  and  sinking  fund  cash  deb- 
ited. Sinking  fund  cash  requirements  will  be  fur- 
ther reduced  as  revenues  applicable  to  the  sinking 
fund  are  collected,  sinking  fund  cash  being  debited. 

In  some  cities,  taxes  which  become  in  arrears  are 
required  to  be  transferred  to  the  sinking  fund.  In 
such  a  case  taxes  in  arrears  is  debited  and  reserve 
for  taxes  in  arrears  credited  in  the  sinking  fund 
group  of  accounts.  As  collections  are  made,  sink- 
ing  fund  cash  is  debited  and  sinking  fund  cash 
requirements  is  credited,  while  a  reversing  entry  is 
made  creditinor  taxes  in  arrears  and  debiting  re- 
serve  for  taxes  in  arrears.  These  entries  are  ex- 
clusive of  the  entries  which  are  made  in  the  general 
account,  by  which  taxes  receivable  is  credited  and 
general  account  surplus  is  debited  and  by  which 
estimated  revenues  required  to  meet  budget  au- 
thorizations is  debited  and  available  balance  is 
credited. 

At  the  end  of  the  year,  theoretically,  the  sinking 
fund  requirements  will  have  been  provided,  in  which 
case  the  account  representing  them  will  be  closed. 
If  expectations  are  not  realized,  the  deficiency  rep- 
resented by  a  debit  balance  in  the  sinking  fund  cash 
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requirements  account  will  have  to  be  taken  care  of 
the  subsequent  yesLT. 

At  the  end  of  the  second  and  each  subsequent 
year  the  account  reserve  required  to  retire  bonded 
debt  at  maturity  is  credited  with  the  interest 
increment  contemplated  in  the  original  plan 
of  amortization  and  sinking  fund  cash  require- 
ments is  debited.  Then,  as  interest  earned  by 
the  sinking  fund  is  collected,  the  latter  account 
is  credited  and  sinking  fund  cash  is  debited.  If  the 
interest  actually  earned  is  less  than  the  amount  orig- 
inally contemplated,  the  deficit  will  appear  in  the 
sinking  fund  cash  requirements  account  as  a  debit 
balance,  indicating  that  more  cash  must  be  provided 
the  following  year.  An  excess  of  interest  collected 
would  constitute  a  free  surplus  to  be  disposed  of  as 
circumstances  might  indicate.  As  cash  is  invested 
in  interest  paying  securities,  sinking  fund  invest- 
ments is  debited  and  sinking  fund  cash  credited.  If 
investments  are  purchased  at  a  premium,  the  pre- 
mium so  paid  must  be  charged  to  a  separate  account, 
as  for  example,  premium  on  investments  purchased. 
This  account  must  be  amortized  (reduced)  each  year 
by  a  charge  to  sinking  fund  surplus,  so  that  by  the 
time  the  investments  which  carried  the  premiums 
mature  it  will  be  extinguished,  since  the  premium  ac- 
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count  will  have  no  value  as  an  asset  at  the  maturity 
of  the  investments  purchased.  In  case  investments 
are  purchased  at  a  discount,  the  above  procedure  is 
reversed. 

It  will  be  of  interest  to  note  the  entries  that  are 
made  in  the  general  account  group  of  accounts  at 
the  time  the  sinking  fund  installments  are  paid  over. 
The  installments  are,  of  course,  charged  as  a  part  of 
the  city's  annual  expenses  and  cash  is  credited.  At 
the  same  time  authorizations  to  incur  liabilities  is 
debited  and  unapplied  (net  cash)  balance  is  credited. 
These  entries  apply,  of  course,  to  the  general  ledger. 
To  facilitate  an  understanding  of  the  foregoing  en- 
tries, they  are  here  repeated  in  tabulated  form. 

JouENAL  Entries 

1  Sinking  fund  cash  requirements 

To  reserve  required  to  retire  bonded  debt 
at  maturity 
Entry  made  when  sinking  fund  requirements 
are  determined,  and  when,  at  the  end  of  the 
second  and  each  subsequent  year,  the  inter- 
est increment  is  added  to  the  reserve. 

2  Sinking  fund  cash 

To  sinking  fund  cash  requirements 
[70] 


JOURNAL    ENTRIES 

Entry  made  when  budget  funds  are  received 
or  miscellaneous  revenues  are  collected. 

3     Sinking  fund  investments  (par  value) 
Premium  on  investments  purchased 

To  sinking  fund  cash 
Entry  made  when  sinking  fund  cash  is  con- 
verted into  investments  purchased  at  a  pre- 
mium. 

2a  Expenses,  sinking  fund  installments 
To  warrants  payable  (or  cash) 
Collateral  entry  to  No.  2  made  in  the  gen- 
eral account  group  of  accounts. 

2b  Authorizations   to   incur   liabilities 
To  unapplied  (net  cash)  balance 
Collateral  entry  to  No.  2a  made  in  the  gen- 
eral account  group  of  accounts. 

An  illustration  of  a  typical  sinking  fund  balance 
sheet  will  be  found  in  Exhibit  12.  It  will  be  observed 
that  the  sinking  fund  assets  are  in  excess  of  the 
amount  which,  on  an  actuarial  basis,  should  be  on 
hand,  leaving  a  free  surplus. 

This  statement  is  an  adjunct  of  the  capital  balance 
sheet  discussed  in  Chapter  IV,  the  sinking  fund  net 
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assets  appearing  in  the  latter  as  a  deduction  from 
bonded  debt.  The  sinking  fund  balance  sheet  is  also 
represented  by  a  column  in  the  summary  consoli- 
dated balance  sheet  illustrated  in  Exhibit  14. 

Trust  Fund  Balance  Sheet 

There  is  one  more  group  of  accounts  which  is  the 
subject  of  report  in  a  municipal  balance  sheet,  name- 
ly, those  relating  to  a  city's  trusteeship.  Almost 
every  city  is  called  upon  to  administer  pension  funds, 
intestate  estates,  legacies,  security  deposits,  etc.  A 
city  has  no  proprietary  interest  in  these  funds  and 
properties  and  for  this  reason  they  are  best  shown 
in  a  separate  statement.  Moreover,  such  a  segrega- 
tion is  calculated  to  simplify  the  balance  sheets  show- 
ing the  accounts  in  which  a  city  has  a  proprietary  in- 
terest. 

A  trust  fund  balance  sheet  which  is  typical  of  the 
average  municipality  will  be  found  in  Exhibit  13. 
This  statement  is  also  represented  by  a  column  in  the 
summary  consolidated  balance  sheet  illustrated  in 
Exhibit  14. 

Cash  and  investments  for  all  trusts  are  shown 
among  the  assets,  two  general  ledger  or  controlling 
accounts   only  being   required.      The   specific   funds 
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Exhibit  12 

SINKING  FUND  BALAJVCE  SHEET 

as  at  December  31,  1911 

Assets                                                                                                                   Liabilities  and  Reserves 

Investments 755,000 .  00                Free  •  urplua 

Premiuois  on  investments  purchased 12,927.52 

7.165.69 

$770,583.02 

$770,583.02 

1 

Exhibit  13 

TRUST  FUND  BALANCE  SHEET 

as  at  December  31    1911 

Assets                                                                                                                 Liabilities  and  Reserves 

$9,650.  S9 

Icnietery  perpetual  care  fund 

12.550.00 

Lnclaimed  salaries  and  wages 

257.60 

$45,822.29 

NOTE— The  above  arc  not  atatetnents  of  New  Rochellc;  they  are  used  because  they 
are  more  typical  than  New  Rochelle's  statements. 

Exhibit  14                                                                                     CITY    OF    NEW    ROC  HELLE,    N.    T. 

Summarf  Consolidated  Balance  Sheet  as  at  December  31. 1910,  Showing  Assets,  LiabUities,  Estimated 
Revenues,  Appropriations  and  Reserves 

The  purpose  of  this  summary  is  to  show  in  one  statement  all  tin  ekraents  pertaining  to  the  city's  financial  condition. 

Judgments  should  he  made  from  the  several  detaileil  balance  sheets  aeeompanj'ing  this  summary. 

(The  only  balance  sheel  issued  by  New  Rochill.  U  the  one  reproduced  in  Exhibit  4.) 

General    ■ 
.\ccount 

Capital 
Account 

Sinking 
Funds 

Trust 
Funds 

Total 

Assets 

Cash 

Accounts  due  the  city 

813S.895.7S 
155,923.05 

$879,304.79 

131,116.44 

2,680,213.25 

$  78.267.80 
885,335.29 

$1,650.84 

$497,518.55 

512.374  78 

2,080.213.25 

$894,418.77 

83,090,634.48 

$303,603.09 

$1,650.84 

$3,690,106.68 

Liabilities 

Audited  vouchers  payable 

W.OOO.OO 
278,000.00 

$3,000,00 

256,315,02 

2.421,390.60 

$8,000.00 

634,315.08 

2,421,390,66 

$283,000.00 
11,«18.77 

$2,680,705.08 
409,928,80 

$8,963,705,68 
786,400,90 

$303,003.09 

$1,650.84 

S'294.218.77 

$3,090,034.48 

$303  003,09 

$1,050,24 

$3,690,106,68 

Estimated  Revenues,  Appropriations,  and  Reserves 

Balance  of  estimated  revenues  to  be  included  in  next  year's  tax  levy  (Exhibit  5) 

8120,1.50.88 
11.218. 77 

$189,166.88 
726.400,90 

$409,028.80 

$303,603,00 



$1,650.24 

$409,928.80 

$303,003.09 

$1,650.24 

$855,667 .  18 

Leas — Authorizations  and  Reserves: 

$113,990.67 
2.000.00 
24.384.38 

137.000.00 
232,885.46 

$160,990,67 
834.825.46 
84.384 .  38 
78.267-80 
225.335,89 
1,650.84 

$78,267,80 
885,335.29 

$1,650,84 

«110,375.05 

$869,825.46 

$303,603.09 

$1,650.84 

$714  863 ,  84 

Excess  of  Assets  and  Estimated  Revenues  over  Liabilities,  Authorizations,  and  Reserves.  .  . 

$140,703.34 

$140,703,34 

•The  forms  only  of  these  statements  are  illustrated  in  Exhibits  12  and  13.     The  ligurcs  used  in  this  summary  are  aelual. 

TRUST   FUND   BALANCE  SHEET 

appear  on  the  credit  side  of  the  balance  sheet  as 
"reserves",  that  is,  a  part  of  the  assets  (cash  and 
investments)  is  reserved  for  each  fund.  In  this  way 
the  identity  of  each  trust  fund  is  maintained  perpet- 
ually or  until  a  final  disposition  is  lawfully  made 
of  it. 

In  cases  where  the  income  from  trust  funds  is,  by 
the  terms  of  a  bequest,  to  be  used  for  particular  pur- 
poses or  to  defray  specific  expenses,  it  is  necessary 
to  open  a  separate  income  account  with  each  trust 
fund.  Expenses  are  then  charged  to  this  income  ac- 
count or  to  an  intermediate  expense  account  which 
is  closed  into  the  income  account. 

Salaries  and  wages  which  are  not  claimed  and 
which  are  not  likely  to  be  claimed  are  transferred 
to  trust  funds  because  a  city  can  neither  pay  out  the 
money  nor  use  it  for  other  purposes.  Besides,  remov- 
ing these  items  from  the  current  liabilities  tends 
toward  a  better  understanding  of  the  financial  con- 
dition of  the  general  account. 


CHAPTER  VI 

FUNCTIONAL    EXPENSE    AND    COST   ACCOUNTS 

The  statement  was  made  in  Chapter  I  that  the 
function  of  accounting  is  to  record  and  anaU'ze  busi- 
ness transactions,  and  if  the  record  when  completed 
is  to  be  of  the  greatest  value,  it  should  be  built  up 
with  a  view  to  furnishing  all  the  information  needed 
for  official  consideration  of  things  done  and  the  wis- 
dom of  doing  them.  The  accounting  record  should 
supply  information  which  will  not  only  meet  current 
needs  but  be  useful  for  future  guidance. 

The  necessity  for  accounting  methods  designed 
with  tliese  objects  in  view  has  long  been  recognized 
in  private  business.  The  need  is  even  greater  in  pub- 
lic business.  Public  officers  whose  tenures  are  lim- 
ited and  who  to  be  efficient  must  be  able  quickly  to 
grasp  each  problem  in  hand  cannot  match  the  effi- 
ciency of  private  business  if  they  are  uninformed. 

What  information  does  the  administrator  need? 
What  does  the  head  of  the  street  department  need  to 
know  about  the  results  of  the  past  year's  transactions 
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in  order  to  manage  his  department  more  efficiently 
and  economically  next  year  ?  What  information  does 
the  appropriating  body  need  in  order  to  act  upon 
estimates  of  future  expenditures,  and  to  pass  upon 
questions  of  financial  policy?  Upon  the  answers  to 
these  and  similar  questions  will  depend  to  a  large 
extent  the  nature  of  the  accounts. 

It  must  be  remembered,  of  course,  that  the  an- 
swer of  the  head  of  the  department  to  these  ques- 
tions is  not  necessarily  conclusive.  His  needs  are 
not  the  only  ones  to  be  satisfied.  It  usually  re- 
quires the  judgment  of  one  who  has  studied  these 
and  similar  problems  from  many  angles  to  determine 
what  information  is  of  the  greatest  value  in  a  given 
instance.  Not  only  the  viewpoint  of  the  head  of  the 
department,  but  that  of  the  financial  officer,  the 
mayor,  the  budget-making  body,  and  the  public  for 
whose  benefit  the  business  is  carried  on,  must  be  con- 
sidered. 

In  many  cases,  men  who  are  highly  capable  as 
managers  of  a  particular  business,  and  who  are 
elected  to  office  as  "business"  men  have  had  no  pre- 
vious experience  of  the  kind  required;  they  have  not 
the  perspective  to  derive  the  greatest  benefit  from  a 
record  of  past  transactions.  If  they  are  successful 
in  office  it  is  rather  because  they  have  natural  ability 
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instinctively  to  gather  important  facts  from  the  past 
experience  of  men  around  them,  thus  from  a  partial 
view  acting  with  more  than  usual  precision  on  mat- 
ters regarding  which  scientific  accounts  could  give 
complete  and  accurate  information.  With  proper 
accounts  to  guide  them,  such  men  would  become  even 
more  efficient. 

Utixitt  of  Properly  Classified  Expense 
Accounts 

The  purpose  of  expense  accounts  is  to  produce  in- 
formation regarding  current  expenditures  which  is  to 
be  regularly  reported  to  the  responsible  officers  of 
government.  Scientific  accounting  of  itself  will  not 
make  administration  efficient.  There  still  may  be 
waste,  mismanagement  and  theft  even  with  the  facts 
accurately  and  scientifically  recorded;  but  scientific 
accounting  will  help  any  officer  who  has  the  will  and 
the  ability  to  conduct  his  department  with  economy 
and  efficiency,  whereas  the  head  of  a  large  depart- 
ment who  does  not  have  such  information  is  seriously 
handicapped. 

The  value  of  a  correct  system  of  expense  account- 
ing lies  in  making  facts  readily  available  by  means 
of  reports  and  in  enabling  officials  to  make  compari- 
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sons  which  will  lead  to  a  study  of  the  reasons  for 
high  costs  if  they  are  high, — in  short  to  ascertain 
where  savings  may  be  effected,  which  employees  have 
been  efficient,  which  functions  should  be  expanded, 
and  which  may  be  restricted.  In  other  words,  every 
administrative  policy  and  every  future  act  should 
be  preceded  by  exact  information  of  what  has  hap- 
pened in  the  past.  Particularly  is  a  classified  record 
of  expenses  invaluable  in  the  preparation  of  estimates 
to  be  used  as  a  basis  for  future  appropriations. 

Some  Prevalent  Methods  of  Classification 

An  examination  of  the  financial  reports  of  cities 
discloses  the  fact  that  there  is  much  variation  in 
methods  of  classifying  expenses.  In  some  cities  the 
method  of  classification  is  only  by  objects  of  ex- 
penditure (salaries,  wages,  supplies,  fuel,  light,  re- 
pairs, etc.),  one  group  of  accounts  being  used  for  the 
city  as  a  whole.  In  other  cities  a  similar  classifica- 
tion is  applied  to  a  department  as  a  whole  even 
though  it  performs  several  distinct  functions.  Such 
systems  are  evidence  that  the  benefits  of  classified 
expense  accounts  are  only  partially  availed  of. 

Other  cities  have  no  expense  accounting  except 
charges  to  appropriation  accounts.     This  is  unsatis- 
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factory  because  the  titles  of  the  accounts  do  not  al- 
ways clearly  indicate  the  function  or  activity  and  be- 
cause there  is  danger  of  entering  charges  against  an 
appropriation  for  the  sole  reason  that  it  holds  avail- 
able funds  and  not  because  it  represents  the  correct 
classification  of  the  charge. 

What  Constitutes  a  Pkopeb  Classification? 

One  of  the  fundamental  principles  underlying  the 
scientific  classification  of  expenses  is  that  the  greater 
the  number  of  logical,  significant  divisions  into  which 
expenditures  can  be  divided,  the  easier  it  is  to  under- 
stand where  money  spent  has  gone  and  to  detect  ex- 
cessive expenditures  meaning  extravagance,  waste  or 
misappropriation. 

A  second  fundamental  principle  is  that  detail  ex- 
pense accounts  should  be  so  classified  and  analyzed 
that  the  results  may  be  stated  in  relation  to  each 
question  requiring  official  consideration  without  the 
cost  and  delay  of  re-analysis.  Generally  speaking, 
the  questions  of  expenditure  with  respect  to  which 
officers  must  think  and  act  are: 

1  Cost,  by  organization  units 

2  Cost,  by  activity 
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S  Cost,  by  character  of  expenditure — such  as  op- 
eration, maintenance,  capital  outlays 

4  Cost,  by  objects  purchased — such  as  fuel,  for- 
age, clothing,  etc. 

If  the  detail  accounts  are  so  classified  and  ana- 
lyzed as  to  admit  of  their  being  summarized,  and  re- 
ported in  each  of  these  four  relations,  every  purpose 
may  be  served.  While  these  elements  are  common 
to  all  undertakings,  what  the  detail  will  be  with  re- 
spect to  each  must  depend  on  the  facts  to  be  dealt 
with. 

Relating  these  four  kinds  of  analysis  to  official  re- 
sponsibility, all  of  them  have  to  do  with  judgments 
pertaining  to  economy  and  efficiency  of  organization 
and  results ;  the  last  one  only  is  necessary  to  judg- 
ment with  respect  to  economy  and  efficiency  of  con- 
tracting and  purchasing. 

Let  us  assume  that  a  health  department  comprises 
the  functions  of  milk  inspection,  food  inspection, 
sanitary  inspection,  bacteriological  examination  and 
research,  and  general  administration.  Each  of  these 
functions  represents  a  distinct  administrative  under- 
taking measurable  in  results.  The  head  of  the  de- 
partment as  well  as  the  appropriating  body  would 
naturally  want  to  know  the  cost  of  each.     They  not 
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only  would  wish  to  know  the  cost  of  current  "opera- 
tion" and  "maintenance"  and  the  expenditures  in 
the  nature  of  "capital  outlay",  but  as  a  means  of 
determining  the  economy  and  efficiency  of  these  ex- 
penditures they  would  learn  the  cost  of  each  so  sub- 
classified  as  to  show  the  various  elements  of  cost,  such 
as  salaries,  wages,  supplies,  materials,  equipment, 
etc.  These  would  be  the  elements  essential  to  the 
consideration  of  results  obtained.  If,  however,  the 
efficiency  of  the  purchasing  agent  were  the  subject 
of  inquiry,  it  would  then  be  necessary  to  have  the 
purchases  for  the  whole  institution  so  analyzed  as  to 
show  things  bought  and  prices  paid,  as  well  as  the 
uses  to  which  they  were  put. 

Job  Costs 

It  is  frequently  the  case  that  in  order  to  state  func- 
tional costs  in  sufficient  detail,  it  is  needful  to  gather 
together  the  various  elements  of  the  costs  of  repair 
or  other  jobs  in  order  to  arrive  at  a  unit  of  result. 
In  this  event  wages  or  salaries  accrued  are  charged 
to  a  general  account  within  the  functional  group. 
From  this  account  they  are  apportioned  to  the  vari- 
ous jobs  according  to  time  reports  showing  the  exact 
time  chargeable  to  each. 
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The  other  elements  of  job  cost  such  as  materials, 
superintendence  and  incidental  expenses  are  also  ap- 
portioned. Materials  are  charged  to  a  material  ac- 
count within  the  functional  group  either  from  stores 
requisitions  or  purchase  invoices,  and  thence  appor- 
tioned to  the  various  jobs  according  to  work  reports 
accompanying  time  reports.  The  same  procedure  ob- 
tains in  the  case  of  construction  work  or  manufac- 
turing processes.  In  the  industrial  world  this  pro- 
cess of  gathering  costs  by  units  of  result  is  called 
cost  accounting.  The  purpose  of  these  several  analy- 
ses is  to  enable  the  administrator,  the  executive,  the 
appropriating  body,  and  the  public  to  think  of  re- 
sults in  terms  of  standards  based  on  experience,  as 
collateral  to  cost  by  organization  and  function. 
Therefore,  data  showing  comparisons  with  "aver- 
ages", "percentages",  "past  periods",  "unit  costs", 
etc.,  should  be  developed.  These,  however,  come  with- 
in the  field  of  operating  statistics  and  reports  dis- 
cussed below. 

Importance  of  Correct  Allocation 

Although  we  may  determine  with  reasonable  cer- 
tainty the  divisions  which  should  be  made  in  stating 
expenses,  we  shall  not  have  an  exact  record  of  what 
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has  happened  unless  we  are  careful  to  enter  expense 
charges  as  of  the  date  they  are  applicable.  Judging 
from  published  reports  few  cities  seem  to  appreciate 
the  importance  of  this  practice.  They  enter  charges 
as  of  the  dates  cash  is  paid  out,  notwithstanding 
they  were  applicable  to  the  month  or  perhaps  the 
year  previous  to  such  dates. 

This  practice  is  sometimes  defended  on  the  ground 
that  the  amounts  overlapping  at  the  end  of  the  year 
will  balance  similar  amounts  at  the  beginning  of  the 
year.  Obviously  this  is  unscientific,  but  granting 
that  in  many  instances  the  yearly  totals  will  not  vary 
materially,  there  are  many  instances  in  which  condi- 
tions affecting  payments  at  the  end  of  the  year  differ 
widely  from  those  at  the  beginning  of  the  year.  The 
only  way  to  be  right  is  to  employ  right  methods. 

Moreover  yearly  reports  are  no  longer  found  to  be 
sufficient.  Efficient  administration  requires  reports 
at  least  as  frequently  as  once  a  month.  Therefore, 
unless  charges  are  entered  according  to  the  month 
in  which  they  apply,  there  is  never  any  certainty  that 
there  is  a  correct  basis  for  administrative  judgment 
or  for  comparison  with  other  periods. 

The  importance  of  correctly  allocating  revenues 
and  expenses  was  fully  discussed  in  Chapter  I, 
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Distribution  of  Supplies 

Another  practice  which  is  calculated  to  interfere 
with  the  ascertainment  of  correct  statements  of  ex- 
pense is  that  of  buying  supplies  in  quantities  suffi- 
cient for  more  than  a  month  and  charging  them  di- 
rect to  specific  expense  accounts.  It  is  more  eco- 
nomical, of  course,  to  buy  supplies  and  materials  in 
large  quantities,  and  this  should  be  done  whenever 
possible.  In  this  event,  however,  they  should  be 
charged  to  a  stores  account.  As  supplies  are  re- 
quired for  consumption  they  should  be  obtained  from 
stores  on  requisition,  such  requisition  to  cover  not 
more  than  a  month's  needs.  These  requisitions  may 
then  be  embodied  in  a  report  made  at  the  end  of  the 
month  by  the  person  in  charge  of  the  stores.  Charges 
to  expense  accounts  may  be  made  either  from  this 
report  or  from  the  individual  requisitions.  This  sub- 
ject is  treated  at  greater  length  in  Chapter  IX. 

Necessity  for  Proving  Accounts 

It  is  highly  important  that  there  be  means  for  de- 
termining currently  the  correctness  of  expense  ac- 
counts ;  otherwise  errors  which  may  seriously  affect 
administrative  and  financial  judgment  are  certain  to 
creep  in.     This  may  be  done  by  (1)    charging  all 
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items  of  expense  to  a  single  controlling  account  in 
the  general  ledger  through  the  medium  of  a  column 
in  an  invoice  or  voucher  register  in  which  transac- 
tions are  entered  chronologically,  (2)  posting  the 
monthly  total  of  the  column  to  the  ledger,  then  (3) 
posting  the  items  to  a  subsidiary  record  containing 
the  detailed  accounts. 

This  subsidiary  record  may  be  designed  on  the 
columnar  principle,  by  which  a  number  of  accounts 
may  be  kept  on  one  page,  one  to  each  colimm,  or  the 
unit  or  block  principle  by  which  a  separate  page  or 
section  of  page  is  used  for  each  account.  Under 
the  first  method  the  division  or  function  is  entered 
at  the  top  of  the  page ;  the  date,  number,  brief  de- 
scription and  total  amount  of  the  item  or  charge  are 
entered  at  the  left,  and  the  amount  or  amounts  ex- 
tended on  the  same  line  into  colunms  headed  with 
the  detailed  accounts. 

By  the  second  method  the  date,  number,  brief  de- 
scription and  amount  of  the  item  are  entered  in  a 
separate  block  which  contains  the  detailed  account, 
the  divisions  or  functions  being  indicated  by  margi- 
nal thumb  tabs.  At  the  end  of  the  month,  a  schedule 
of  the  balances  or  trial  balance  of  the  subsidiary  rec- 
ord must  agree  with  the  balance  of  the  controlling 
account  previously  mentioned. 
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It  must  not  be  inferred  that  the  keeping  of  many 
expense  accounts,  as  is  here  advocated,  necessarily 
involves  additional  labor,  once  the  headings  of  the 
accounts  are  written.  It  entails  practically  no  more 
work  to  post  a  charge  to  a  detailed  account  than  to 
a  general  account.  On  the  other  hand  the  labor 
saved  at  the  end  of  a  period  by  not  having  to  analyze 
or  reclassify  expenses  is  often  considerable. 

Physical  Records  and  Unit  Costs 

The  story  of  what  government  costs  is  not  fully 
told  when  a  report  of  expenses  by  functions  is  made. 
The  officer  and  the  public  can  think  more  clearly 
in  terms  of  the  cost  of  specific  imits  of  service.  What 
it  costs  to  keep  pavements  in  repair  is  best  answered 
by  the  cost  of  repairs  per  square  yard.  Waste  can 
be  more  quickly  located  when  unit  costs  are  known. 
To  ascertain  unit  costs  it  is  necessary  to  keep  physi- 
cal records,  that  is,  records  of  the  physical  things 
done  or  service  rendered.  The  answer  then  as  to 
whether  administration  has  been  efficient  or  inefficient 
is  found  in  contrasting  cost  with  service  results  and 
judging  the  accomplishment  by  the  best  standards 
obtainable. 

How  can  a  city  tell  whether  its  expenditure  for 
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a  given  public  service  performed  is  more  or  less  than 
it  should  be?  One  way  suggested  is  to  compare  its 
expenditure  with  that  of  other  cities.  A  still  better 
method  is  to  enable  each  officer  to  work  against  his 
own  past  record  of  efficiency.  But,  obviously,  a 
comparison  cannot  be  made  without  taking  into 
consideration  the  results,  expressed  in  terms  of  quan- 
tity. This  necessitates  reducing  costs  to  a  com- 
parable basis,  which  is  done  by  dividing  the  total 
cost  by  the  number  of  work  units  and  finding  the 
cost  per  unit  or  unit  cost.  For  example,  the  total 
amount  spent  for  direct  labor,  material  and  superin- 
tendence in  laying  100,000  square  yards  of  stone 
block  pavement  is  found  by  a  carefully  kept  record 
to  be  $189,675.  By  dividing  this  amount  by  100,- 
000  we  find  that  the  cost  per  square  yard  is  $1.89. 
If  we  found  that  it  was  costing  $1.69  in  another 
city  or  that  it  cost  us  only  $1.79  in  a  previous 
period,  we  would  immediately  begin  to  look  for  the 
reason  for  the  difference.  It  may  be  that  in  the  other 
city  the  lower  cost  is  accounted  for  by  cheaper  labor 
or  cheaper  material  or  both.  Possibly  in  a  previous 
period  material  was  cheaper.  At  all  events  the  spirit 
of  competition  and  emulation  is  introduced  and 
there  is  a  constant  incentive  to  do  things  eco- 
nomically. 
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Not  many  cities  have  done  much  in  the  way  of 
providing  reports  of  units  of  performances,  other- 
wise physical  records.  It  is  probably  not  easy  in 
every  instance  to  reduce  work  to  a  unit  basis ;  never- 
theless it  can  be  done  in  the  case  of  the  majority  of 
municipal  activities,  and  it  should  be  the  aim  of  de- 
partment managers  to  discover  ways  of  reducing  all 
activities  to  a  unit  basis,  in  order  to  be  able  to  set 
up  standards  of  efficiency. 

An  illustration  of  this  method  of  having  official 
attention  directed  toward  those  results  which  should 
excite  immediate  inquiry  is  shown  in  Exhibits  25-28. 
The  Reclamation  Service  of  the  national  govern- 
ment has  not  only  worked  out  an  elaborate  system 
of  "expenditure"  accounts  and  "cost"  accounts,  but 
the  reports  made  monthly,  quarterly,  and  annually 
carry  definite  unit  costs,  as  a  means  for  judgment 
with  respect  to  economy  or  efficiency  in  terms  of 
standards,   based  on  past  experience. 

Segregated  Expense  Accounts  Illustrated 

A  good  illustration  of  the  utility  of  segregating  ex- 
penditures is  to  be  found  in  the  system  of  expense 
accounts  of  Bellevue  and  Allied  Hospitals,  a  depart- 
ment of  New  York  City.     The  institution  comprises 
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four  hospitals,  four  dispensaries,  and  a  central  busi- 
ness ofBce. 

The  main  divisions  of  expenditures  with  the  ap- 
proximate cost  for  one  month  are  as  follows : 

General  administration   (covering  all  hos- 
pitals)     $3,727.02 

The  following  classification  is  used  for  each  hos- 
pital; the  amounts  given  are  the  figures  of  one  hos- 
pital and  are  added  merely  for  illustrative  purpose: 

Administration    $3,501.47 

Professional  care  of  patients .  .  22,347.61 

Department    expenses    22,958.11 

General  house  and  property  ex- 
penses      11,394.84 

Out-patients'   department    ....  2,260.91 

Each  of  these  main  divisions  has  its  subdivisions; 
for  example  professional  care  of  patients  is  subdi- 
vided into: 

Admitting  office    $1,423.13 

Wards    19,891.21 

Pharmacy    372.18 

X-ray  laboratory 661.09 


$22,347.61 
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Under  each  of  these  subdivisions  are  shown  the 
elements  of  cost;  for  example  under  X-ray  labora- 
tory  is  shown  the  cost  of: 

Salaries  and  wages    $255.49 

Supplies    338.43 

Apparatus    

Miscellaneous   repairs    

Furniture   and  fittings    67.17 


$661.09 


Such  items  as  supplies,  apparatus,  furniture  and 
fittings  are  again  subdivided  in  such  manner  as  to 
show  the  classes.  For  example,  supplies  may  be 
subdivided  to  show  stationery  and  office  supplies, 
provisions,  wearing  apparel,  laundry  supplies,  etc., 
and  each  of  these  may  be  so  subdivided  that  the  ac- 
counting office  is  able  to  show,  if  a  report  is  desired, 
under  laundry  supplies,  for  example,  the  quantity, 
the  quality,  and  the  price  of  each  kind  of  soap, 
starch,  or  other  thing  received  for  use  each  day  in 
the  month  and  each  month  in  the  year,  so  that  the 
laundry  could  get  the  "soap  cost",  or  the  house- 
keeper could  get  the  "toilet  paper  cost"  or  the 
sewing  room  could  get  the  "needle  cost"  of 
operation. 
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This  general  classification  is  one  which  has  been 
agreed  upon  and  adopted  by  a  number  of  hospitals 
of  New  York  City  and  elsewhere.  The  sub-classifi- 
cation is  obtained  without  additional  expense  by 
having  the  stores  report  and  its  supporting  analyses 
of  daily  requisitions  furnish  all  the  details  with  only 
one  detail  entry  for  each  transaction — the  smallest 
labor  cost  possible  if  any  records  at  all  are  to  be 
kept.  By  means  of  this,  it  is  possible  to  ascertain  the 
cost  per  patient  per  day,  in  other  words  a  per  capita 
cost,  for  each  main  division  and  for  each  subdivi- 
sion of  expenses.  For  example,  if  the  total  days  of 
treatment  for  the  month  is  30,000  this  would  be 
the  divisor  to  apply  to  each  of  the  above  amounts 
to  ascertain  the  per  capita  rate.  Thus,  the  cost  of 
professional  care  of  patients,  $22,347.61,  divided 
by  30,000  gives  74c  as  the  cost  per  patient  day.  Sim- 
ilarly the  per  patient  day  rate  for  each  subdivision 
of  cost  may  be  ascertained.  In  the  case  of  the  X-ray 
laboratory  it  is  possible  to  ascertain  a  per  capita 
cost  on  the  basis  of  the  number  of  patients  using 
such  service. 

By  means  of  a  per  patient  day  rate  a  comparison 
of  cost  can  readily  be  made  with  other  hospitals 
which  have  adopted  the  classification.  Under  such 
circumstances    efficiency    in    administration    becomes 
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practically  automatic,  since  no  administrator  would 
care  to  press  his  claim  for  financial  support  in  the 
face  of  a  comparison  of  costs  which  is  unfavorable 
to  him. 


CHAPTER  VII 
COLLECTING   AND   CONTROLLING   REVENUES 

How  can  citizens  be  sure  that  all  the  revenue  which 
a  city  is  entitled  to  receive  has  been  collected?  What 
should  the  central  finance  officer  know  about  the  reve- 
nues of  the  city?  How  can  this  phase  of  a  city's 
business  be  controlled  with  the  same  precision  which 
obtains  in  efficient  private  business? 

Under  a  proper  system  of  administrative  procedure 
and  control  of  the  revenues  of  a  city  there  should  be 
competent  evidence  as  to  the  facts  of  every  transac- 
tion resulting  in  the  accrual  of  revenue.  This  evi- 
dence should  be  of  such  character  and  availability 
that  every  collection  of  cash  may  be  audited  within 
a  day  after  collection  with  a  view  to  determining  that 
the  cash  actually  turned  in  is  the  amount  collected 
and  that  the  amount  collected  is  the  amount  to  which 
the  city  is  entitled.  To  do  this  the  evidence  should 
be  complete  both  as  to  the  revenue  that  should  ac- 
crue and  as  to  the  amount  still  unpaid. 

Revenues  can  be  controlled  with  greater  certainty 
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than  expenditures  for  the  simple  reason  that  the  city 
is  in  a  position  to  control  all  the  evidence  in  each 
transaction.  Notwithstanding  this  fact  the  revenue 
accounts  of  cities  are  usually  not  under  accounting 
control.  Water  revenues  are  permitted  to  cumulate; 
licenses,  fees,  permits,  privileges,  rents  and  other 
miscellaneous  revenues  are  accrued  with  little  atten- 
tion given  to  the  accounts. 

In  the  case  of  expenditures  the  best  evidence  of  a 
transaction  is  in  the  possession  of  the  person  making 
the  claim ;  the  vendor  knows  best  whether  he  delivered 
the  goods  and  the  claimant  for  services  knows  best 
whether  he  rendered  the  services ;  each  knows  whether 
his  charges  are  reasonable  or  excessive.  The  bur- 
den of  determining  the  facts  rests  upon  the  city. 

In  the  case  of  revenues,  however,  the  city  is  in  a 
position  to  fix  not  only  the  rate  in  every  transaction 
but  every  condition  relating  to  the  transaction ;  also, 
by  controlling  the  financial  stationery  used  in  revenue 
transactions,  the  city  may  hold  its  collecting  agents 
to  strict  accountability  for  the  correctness  of  trans- 
actions and  the  prompt  report  of  all  moneys  re- 
ceived. 

Although  property  taxes  are  the  chief  source  of 
revenue  of  cities  and  proper  control  of  their  collec- 
tion  is   therefore  of  primary  importance,  we  shall 
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first  describe  a  means  of  controlling  miscellaneous 
revenues.  We  shall  then  show  how  the  same  prin- 
ciples may  be  applied  in  controlling  the  collection  of 
taxes. 

Controlling  the  Forms  of  Stationery 

The  first  step  in  establishing  control  over  the  ac- 
curacy and  completeness  of  accruals  of  miscellaneous 
revenues  is  for  the  chief  financial  officer  to  provide 
each  collecting  agent  with  the  forms  of  documents 
used  in  issuing  licenses,  permits,  receipts,  etc.  These 
forms,  which  are  called  financial  stationery,  should 
be  printed,  lithographed,  or  engraved  in  such  a  man- 
ner as  to  make  imitation  difficult,  and  should  be  kept 
under  lock  and  key  in  the  custody  of  a  bonded  clerk. 
The  blank  documents  should  be  numbered  by  ma- 
chine, and  a  record  should  be  made  of  the  number  of 
each  kind  of  form  given  to  each  collecting  agent  so 
that  he  may  be  held  to  strict  account  for  every  docu- 
ment issued  to  him. 

The  books  containing  the  documents  used  for  is- 
suing licenses,  permits,  etc.,  as  contra-distinguished 
from  documents  in  the  form  of  tickets,  are  inter- 
leaved with  skeleton  forms  which  show  the  principal 
facts  of  the  original  documents.     These  forms,  which 
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are  called  counterfoils,  are  filled  in  by  means  of 
carbon  sheets  at  the  time  the  documents  are  pre- 
pared. They  are  used  as  supporting  documents  of 
the  reports  of  money  collected,  transmitted  to  the 
chief  financial  officer. 

The  collecting  agent  cannot  conveniently  or  with- 
out danger  of  detection  issue  a  license,  permit  or 
other  document  for  money  received  without  using  one 
of  these  numbered  forms.  Consequently  he  must 
account  in  money  for  each  document  issued.  Where 
the  amount  or  charge  is  fixed  and  is  therefore  printed 
in  the  document,  no  question  can  arise  as  to  the 
amount  the  agent  should  return,  because  he  is 
charged  with  a  certain  number  of  forms  of  each 
denomination.  This  is  the  case  with  certain 
forms  of  licenses,  tickets  for  tolls,  market 
privileges,  etc. 

Where  the  amount  varies  and  has  to  be  written  in 
each  document,  as  in  the  case  of  certain  licenses, 
permits  and  other  forms  of  privileges,  it  may  be  con- 
trolled by  means  of  a  graduated  coupon  on  the  right- 
hand  side  of  the  document,  the  amount  being  "cut" 
by  tearing  the  document  from  the  counterfoil  with 
an  angle-rule  cutter,  the  highest  amount  remaining 
on  the  document  being  the  amount  received.  The 
recipient  of  the  document  naturally  looks  at  the  high- 
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est  amount  cut  and  he  will  not  pay  more  than  that 
amount. 

The  cutting  is  done  by  folding  over  the  original 
from  right  to  left,  the  stub  of  the  counterfoil  only 
being  bound  in  the  book  at  the  left.  An  indentation, 
the  counterpart  of  that  on  the  original  document, 
remains  on  the  counterfoil  (on  the  under  side).  This 
counterfoil,  being  the  same  day  transmitted  to  the 
chief  financial  officer,  places  in  his  hands  unmistak- 
able evidence  by  which  to  audit  the  amount  of  cash 
collected.  The  collecting  agent  will  not  falsify  the 
indentation  on  the  counterfoil,  since  the  only  change 
he  could  possibly  make  in  it  would  increase  the 
amount  for  which  he  would  have  to  account. 

The  date  of  expiration  may  also  be  fixed  in  this 
manner,  and  where  the  expiration  date  and  amount 
both  vary  a  double  graduated  coupon  may  be  used, 
one  section  for  amount,  and  one  section  for  date. 

This  method  is  the  same  in  principle  as  that  used 
by  express  companies  and  the  post  office  department 
in  the  issuance  of  money  orders. 

Reports  to  Financial  Officer 

The  counterfoils  are  transmitted  daily  to  the  chief 
financial  officer  with  a  detailed  report  of  money  col-j 
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TREASURER'S    REPORTS 

lected  duly  certified  by  the  collecting  agent.  This 
report  (Exhibit  15)  shows  the  amount  of  each  class 
of  revenue  with  the  beginning  and  ending  document 
numbers  in  each  class,  and  the  main  divisions  of  funds 
to  which  the  moneys,  according  to  charter  or  ordi- 
nance, are  to  be  credited.  In  the  case  of  ticket  trans- 
actions a  coupon  is  detached  from  the  ticket  and  this 
coupon  is  returned  to  the  chief  financial  officer  with 
the  daily  report  in  lieu  of  a  counterfoil. 

Treasurer's   Reports 

The  money  is  transmitted  to  the  treasurer  by  the 
collecting  agent,  or  else  deposited  in  a  bank  to  the 
treasurer's  credit.  At  the  same  time  a  detailed  re- 
port of  collections  duly  certified  by  the  collecting 
agent,  called  a  receipt  voucher,  is  sent  to  the  treas- 
urer ;  and  when  the  money  is  deposited  in  a  bank  by 
the  collecting  agent  for  the  treasurer,  the  receipt  of 
the  bank  teller  is  taken  on  this  report  before  it  is 
sent  to  the  treasurer.  This  receipt  voucher  (Exhibit 
16)  is  then  receipted  by  the  treasurer  and  by  him 
transmitted  to  the  chief  financial  officer. 

The  latter  uses  this  receipt  voucher  as  a  basis  for 
charging  treasurer's  cash  account  and  crediting 
accounts  receivable,  while  the  report  transmitted  di- 
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rect  to  the  financial  officer  by  the  collecting  agent, 
with  which  it  must  agree,  is  the  basis  for  debiting 
accounts  receivable  and  crediting  revenue.  The  to- 
tals used  for  these  entries  are  obtained  by  entering 
the  daily  reports  in  accrual  registers,  as  will  be  here- 
inafter explained. 

How   THE   Receipts   Are   Audited 

The  checking  of  these  counterfoils  with  the  collect- 
ing agent's  report,  and  the  comparison  of  this  report 
with  the  treasurer's  receipt  voucher,  constitute  the 
audit  of  receipts.  When  this  procedure  is  properly 
administered,  and  when  it  is  followed  up,  as  it  should 
be  by  occasional  physical  inspection  of  the  collect- 
ing agent's  office  and  of  the  issued  documents  in  the 
possession  of  the  public,  the  danger  of  loss  to  the 
city,  either  from  unintentional  errors  or  fraud  on  the 
part  of  its  collecting  agents,  is  practically  negli- 
gible. 

Control  of  Collection  of  Taxes 

Let  us  now  see  whether  a  similar  method  of  control 
can  be  applied  in  the  collection  of  the  largest  item 
of  revenue  of  cities,  namely,  general  taxes.  For  this 
purpose  we  shall  briefly  describe  the  principles  of  a 
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system  which  has  been  in  successful  operation  in 
New  York  City  for  the  past  two  years.  It  may  be 
stated  that  in  devising  this  system  the  experience  of 
Boston  in  pre-billing,  of  Philadelphia  in  providing 
triplicate  rolls  (one  for  the  assessors,  one  for  the 
comptroller,  and  one  for  the  collector),  was  com- 
bined with  the  experience  of  life  insurance  compa- 
nies, savings  banks  and  mercantile  houses  in  their 
use  of  mechanical  billing  and  scheduling  machines 
with  automatic  totalizers  and  tabulating  attach- 
ments. Since  its  adoption  in  New  York  this  system 
has  also  been  adopted  in  Buffalo,  N.  Y.,  for  the  col- 
lection of  county  taxes,  and  is  now  being  considered 
for  adoption  in  Philadelphia,  the  first  application  to 
be  made  to  the  Water  Bureau. 

When  tax  rolls  have  been  completed  and  before 
taxes  are  payable, tax  bills  in  triplicate  (Exhibit  17), 
covering  each  item  thereon,  are  prepared  by  means 
of  carbon  process  and  held  in  readiness  for  collec- 
tion. One  copy  is  called  a  memorandum  bill,  and  is 
delivered  or  mailed  in  advance  to  the  taxpayer  pro- 
vided he  requests  it ;  one  copy  becomes  the  receipted 
bill  when  the  amount  has  been  collected;  the  third 
copy,  called  the  counterfoil,  is  to  be  turned  in  to  the 
financial  ofiicer  at  the  time  the  tax  is  collected. 

These  bill  forms  are  so  designed  that  the  details 
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of  the  charge  can  be  entered  on  one  line  across  the 
bill  from  left  to  right.  They  are  prepared  on  a  flat 
writing  machine  with  adding  attachment.  By  plac- 
ing a  schedule  in  the  machine  a  copy  of  the  written 
matter  on  the  bill  can  be  made  on  this  schedule  by 
means  of  a  carbon  sheet,  successive  bills  being  repre- 
sented on  successive  lines  of  the  schedule.  When  all 
the  bills  have  been  written  they  are  checked  with  the 
original  tax  rolls,  to  which  the  totals  of  the  sched- 
ules of  bills  are  also  proved.  The  original  tax  rolls 
are  placed  in  the  hands  of  the  collector  of  taxes ;  the 
schedules  or  copies  of  tax  rolls  with  the  tax  bills  are 
retained  by  the  chief  financial  officer,  who  places  the 
latter  under  lock  and  key,  the  same  as  financial  sta- 
tionery. 

The  Audit  of  Tax  Collections 

When  the  time  for  collecting  taxes  arrives,  the 
chief  financial  officer  turns  over  the  tax  bills  to  the 
collector,  charging  him  therewith  as  he  would  other 
financial  stationery. 

At  the  end  of  each  day  the  collector  makes  a  re- 
port of  the  day's  collections  to  the  financial  officer 
accompanied  by  the  counterfoils  or  copies  of  tax  bills 
previously  written.  With  this  information  the  finan- 
cial officer  audits  the  receipts  as  to  amount,  interest 
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additions,  etc.,  and  compares  the  total  with  the  re- 
port made  by  the  collector  to  the  treasurer,  the  lat- 
ter having  meanwhile  transmitted  his  report  to  the 
financial  officer. 

By  means  of  a  date  stamp  the  financial  officer  indi- 
cates in  the  schedule  of  tax  bills  each  day  the  amounts 
that  are  paid.  It  will  be  seen  that  the  open  or  un- 
paid items  on  his  schedules  or  duplicate  tax  rolls  must 
be  represented  by  original  bills  in  the  possession  of 
the  collector. 

Once  a  month  an  inspection  of  the  collector's  bill 
files  is  made  to  ascertain  that  there  is  a  bill  on  hand 
for  every  open  item.  If  the  collector  or  one  of  his 
subordinates  attempted  to  substitute  a  form  of  re- 
ceipt for  the  official  receipted  bill  in  order  to  evade 
responsibility  for  accounting  for  the  money  collected 
and  at  the  same  time  to  be  able  to  account  for  all 
the  bills  charged  to  him,  he  would  immediately  ex- 
pose himself  to  the  danger  of  detection  either  by 
those  who  may  be  working  with  him  or  by  the  public. 
This  risk  of  detection  would  be  so  great  that  few 
persons  would  care  to  take  it. 

General  Ledger  Control 

Proper  record  and  accounting  control  of  revenues 
and  receipts  is  secured  by  means  of  accrual  regis- 
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ters  in  the  oflSce  of  the  chief  financial  officer.  In 
these  registers  are  entered  each  day  the  amounts  of 
the  several  kinds  of  revenue  shown  by  the  daily  re- 
ports from  the  collecting  agents  to  the  financial  offi- 
cer. The  totals  of  these  registers  form  the  basis  for 
charging  accounts  receivable  and  crediting  the  vari- 
ous revenue  accounts  in  the  general  ledger.  These 
totals  may  be  transferred  to  the  general  ledger  daily, 
weekly  or  monthly  as  seems  most  desirable. 

In  the  case  of  general  taxes,  the  basis  for  the 
charge  to  the  controlling  account  is  the  original  tax 
roll.  This  account  is  credited  at  stated  periods  with 
the  collections  as  entered  in  the  cash  book.  The 
balance  of  the  controlling  account  for  taxes  will  at 
all  times  represent  the  total  of  open  items  on  the 
schedules  in  the  financial  officer's  hands  as  well  as  the 
total  of  the  open  items  on  the  tax  rolls  in  the  collec- 
tor's hands.  Trial  balances  of  both  of  these  sub- 
sidiary records  should  be  taken  off  at  least  once  a 
month  and  agreed  with  the  general  ledger  controlling 
account. 

Monthly  Reports  from  Collecting  Agents 

Collecting  agents  once  a  month  are  required  to 
submit  to  the  chief  financial  officer  a  certified  report 
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containing  an  accounting  of  the  financial  stationery 
used  during  the  month  and  the  amount  of  each  class 
of  revenue  represented  by  the  documents  issued. 

This  report  is  used  by  the  financial  officer  to  check 
against  the  monthly  totals  of  the  accrual  registers 
and,  through  the  financial  stationery  clerk,  to  see 
that  proper  account  has  been  made  of  financial  sta- 
tionery charged  to  the  collecting  agent. 

Briefly,  the  monthly  report  shows  for  each  class 
of  document,  the 

number  of  documents  on  hand  at  beginning  of 
month 

number  received  during  the  month 

number  used  for  issuing  duplicates 

number  spoiled 

number  issued  during  month 

number  on  hand  at  end  of  month 

last  number  issued 

name  and  total  amount  of  each  kind  of  docu- 
ment 

fund  accounts  to  be  credited. 

In  New  York  City  where  on  account  of  the  large 
number  of  transactions  the  documents  are  issued  by 
one  clerk  and  the  cash  is  received  by  another,  the 
cashier  is  also  obliged  to  render  a  monthly  report  to 
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the  comptroller  of  cash  collected,  which  is  used  by 
the  comptroller  to  check  against  his  cash  book  en- 
tries for  the  month.  The  difference  between  the  two 
reports  is  the  revenue  accrued,  the  cash  for  which 
has  not  yet  been  transmitted  to  the  treasurer,— 
UBuallj  one  da j's  receipts. 


CHAPTER  VIII 
CONTROLLING    AND    RECORDING    EXPENDITURES 

As  in  the  control  of  municipal  revenues  the  fac- 
tor of  preeminent  importance  in  controlling  and  au- 
diting the  expenditures  of  a  city  is  evidence.  Evi- 
dence which  will  locate  responsibility  for  each  step 
taken  can  be  obtained  only  when  a  definite  procedure 
fixing  the  standards  thereof  and  the  business  methods 
to  be  employed  is  prescribed  for  the  guidance  of  offi- 
cers and  employees  in  incurring  liabilities  and  audit- 
ing expenditures.  Absence  of  a  definite  procedure 
and  defects  in  business  methods  have  caused  cities 
to  suffer  greatly  not  only  in  direct  financial  loss  but 
through  injury  to  municipal  credit  as  well. 

Steps  Necessary  for  Locating  Responsibility 

A  proper  system  of  control  over  expenditures 
should  provide  a  definite  procedure 

1  For  the  issuance  of  contracts  and  open  market 
orders  expressed  in  terms  so  definite  that  no  question 
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can  arise  as  to  the  quality  and  quantity  of  goods 
which  are  to  be  delivered  or  as  to  services  to  be  ren- 
dered. 

2  For  receiving  and  accepting  goods  and  check- 
ing and  approving  invoices  and  for  certifying  on 
orders  and  invoices  as  to  the  quality  and  quantity 
of  goods  received.  This  will  impose  upon  persons 
charged  with  these  duties  the  responsibility  for  see- 
ing that  they  certify  only  to  facts  of  which  they  have 
personal  knowledge,  a  procedure  which  will  place  in 
the  hands  of  the  city  evidence  which  will  enable  it  to 
hold  its  employees  legally  responsible  for  false  cer- 
tifications resulting  in  payments  for  short  deliveries 
or  inferior  quality  of  goods  and  services. 

3  For  the  preparation  of  claims  for  payment  by 
assembling  all  the  evidence  pertaining  to  each  claim, 
such  as  copy  of  the  original  order,  the  original  in- 
voice, etc.,  properly  certified  by  persons  having 
knowledge  of  the  facts. 

4  For  the  audit  of  claims  by  the  chief  financial 
officer  which  shall  include  an  independent  inspection 
of  goods  received  or  services  rendered  for  the  pur- 
pose of  verifying  the  truth  or  falsity  of  certificates 
attached  as  provided  in  (2),  the  person  making  such 
inspection  being  held  responsible  under  the  law  of 
false  certification  for  the  truth  or  falsity  of  his  re- 
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turns  by  being  required  to  make  written  reports  of 
his  inspection  duly  certified. 

5  For  the  installation  of  devices  which  when  prop- 
erly administered  will  regularly  and  automatically 
bring  to  the  attention  of  the  chief  financial  officer 
knowledge  of  all  delays  by  departmental  employees  in 
the  certifying  and  vouchering  of  invoices  for  goods 
received  and  services  rendered,  this  to  be  accom- 
plished by  securing  a  controlling  record  of  all  invoices 
rendered,  either  by  having  invoices  received  at  first 
hand  by  the  chief  financial  officer  or  by  having  in- 
voices registered  by  departments  as  soon  as  received 
and  by  having  a  copy  of  this  registration  immediate- 
ly sent  to  the  chief  financial  officer. 

6  For  the  installation  of  devices  which  when  prop- 
erly administered  will  bring  to  the  attention  of  the 
chief  financial  officer  all  delays  in  the  audit  and  pay- 
ment of  claims. 

The  Starting  Point  in  Incurring  Expenditures 

Every  expenditure  except  expenditures  for  per- 
sonal services  should  have  its  origin  in  a  need  ex- 
pressed in  writing.  This  expression  of  need  consti- 
tutes a  requisition  which  is  the  basis  for  disposing 
of  goods  already  in  stock  or  for  issuing  an  order  or 

[107] 


CONTROL    OF    EXPENDITURES 

making  a  contract  for  the  purchase  of  things  re- 
quired. 

This  requisition,  which  may  be  for  things  for  im- 
mediate use  or  for  stores  supplies,  should  bear  a  cer- 
tificate by  the  person  making  it  to  the  effect  that  the 
things  are  necessary  and,  where  the  law  requires  such 
a  statement,  that  they  are  to  be  used  solely  for  the 
benefit  of  the  city;  if  the  person  who  makes  the 
requisition  is  not  sufficiently  responsible,  the  certifi- 
cate should  be  signed  or  approved  by  a  person  who 
bears  a  supervisory  relation  to  him.  If  the  things 
requisitioned  are  in  store,  the  requisition  becomes  a 
receipt  or  voucher  which  the  person  in  charge  of 
stores  files  as  evidence  that  he  has  rendered  proper 
account  of  stores  in  his  custody. 

A  form  of  requisition  is  illustrated  in  Exhibit  18. 

The  Issuance  of  Orders  and  Contracts 

A  written  requisition  provides  a  definite  basis  for 
making  a  contract  or  issuing  an  order.  Orders 
should  in  every  case  be  in  writing  and  a  printed  form 
is  preferable.  They  should  be  certified  by  the  per- 
son authorized  to  issue  orders  and  such  other  persons 
as  have  first  hand  knowledge  of  the  facts  which  are 
to  be  certified  to  and  approved  by  the  person  who  by 
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law  or  ordinance  is   responsible  therefor,  as  to  the 
following: 

1  That  a  certificate  of  necessity  (requisition) 
was  placed  on  file  before  the  expenditure  was  in- 
curred, if  this  be  the  fact. 

2  That  there  is  an  appropriation  to  meet  the  es- 
timated amount. 

Ordinarily  these  certificates  would  be  made  by 
one  or  more  clerks  as  information  to  the  person  who 
is  responsible  for  approving  the  order. 

The  order  form  should  contain  a  further  certifi' 
cate  to  be  signed  when  the  goods  or  work  are  re- 
ceived by  a  person  having  knowledge  of  the  facts  to 
the  effect  that  they  have  been  received  and  that  the 
quantity  and  quality  have  been  verified. 

Orders  should  be  prepared  in  multiple  copies  so 
that  there  may  be  at  least 

two  copies  for  the  vendor, 

one  copy  for  the  receiver  of  goods, 

one  copy  for  the  files. 

In  large  organizations  it  is  often  desirable  to  have 
additional  copies. 

The  vendor  should  be  required  to  return  the  orig- 
inal oTder  when  goods  are  delivered  since  it  is  upon 
this  copy  that  the  receiver  certifies  as  to  delivery, 
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quality  and  quantity  of  goods  or  services  as  pre- 
viously mentioned.  If  difficulty  is  found  in  getting 
the  vendor  to  return  the  original  order  it  may  be  re- 
tained, one  copy  only  being  sent  to  him  which  he 
keeps. 

A  form  of  order  is  illustrated  in  Exhibit  19. 

Invoices  and  Certification*  of  Vouchers 

The  vendor  should  also  be  required  to  deliver  in- 
voices with  the  goods  (as  many  as  four  copies  if 
necessary).  Much  of  the  delay  in  passing  invoices 
for  payment  has  been  due  to  the  failure  of  the  vendor 
to  render  invoices  promptly.  One  of  these  invoices 
may  be  sent  to  the  chief  financial  officer  as  an  advice 
that  there  are  goods  to  be  inspected,  so  that  he  may 
have  the  opportunity  of  inspecting  them. 

As  soon  as  goods  have  been  accepted  and  the  prices 
and  calculations  of  invoices  have  been  verified  a 
voucher  should  be  prepared  to  which  is  attached  the 
original  order  fully  certified  and  the  invoice.  This 
voucher  should  be  certified  as  to  the  following  facts: 

1  That  the  order  or  invoice  attached  bears  a 
proper  certificate  of  the  person  who  was  responsible 
for  receiving  goods  or  inspecting  work  or  services — 
in  case  such  a  certificate  is  required. 
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2  That  the  goods  or  work  are  in  accordance  with 
contract  terms  in  case  there  is  a  contract. 

3  That  when  the  order  or  contract  was  issued 
there  was  a  balance  of  appropriated  funds  sufficient 
to  meet  the  estimated  amount  thereof. 

4  That  there  is  now  an  appropriation  sufficient 
to  meet  the  amount  of  the  voucher. 

5  That  the  claim  has  not  previously  been  pre- 
sented for  payment  to  the  chief  financial  officer. 

6  That  all  computations  have  been  verified. 

These  points  should  be  certified  to  only  by  per- 
sons having  actual  knowledge  of  the  facts.  When 
this  rule  is  in  force  and  is  clearly  understood  the 
persons  who  signed  the  certificates  cannot,  in  case  a 
question  arises  as  to  the  propriety  of  the  claim  after 
it  has  been  paid,  make  the  plea  that  they  did  so  as  a 
matter  of  perfunctory  routine.  The  head  of  the  de- 
partment should  certify  only  to  the  genuineness  of 
signatures  and  approve  the  voucher  upon  the  infor- 
mation contained  in  the  certificates.  With  such  a 
voucher  and  its  supporting  documents  and  with  the 
independent  reports  of  the  chief  financial  officer's 
inspectors,  he  is  in  a  position  intelligently  to  audit 
and  certify  the  claim  for  payment  and  fully  protect 
the  city's  interests. 
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It  may  be  thought  that  the  attaching  of  certifi- 
cates by  persons  "who  know"  will  require  added 
time.  This  is  not  true.  By  any  procedure  those 
who  have  personal  knowledge  should  vise  the  invoice 
and,  as  evidence  or  information  to  the  approving 
officer,  should  initial  it.  ^y  having  a  stamp  or 
printed  form,  the  initial  under  the  certificate  simply 
fixes  responsibility — it  makes  definite  and  specific 
the  facts  to  which  each  one  certifies.  Nor  need  there 
be  a  special  form,  since  the  certificate  may  be  placed 
on  the  back  of  a  regular  tradesman's  bill.  The 
serious  consideration  is  that  it  is  just  as  important 
to  have  "goods  received"  carefully  checked  and  veri- 
fied as  it  is  to  have  "cash  received"  or  "cash  paid 
out".  Neglect  of  this  costs  our  cities  many  times 
more  than  the  malfeasance  related  to  the  treasury. 

The  charters  of  some  of  the  smaller  cities  prescribe 
that  claims  be  listed  on  a  schedule  and  periodically 
presented  to  the  council  for  approval.  As  such  a 
procedure  quickly  degenerates  into  a  perfunctory 
audit  it  should  not  be  regarded  as  rendering  unneces- 
sary the  verification  of  claims  as  above  described. 

Contracts  should  be  let  in  accordance  with  the  law 
or  ordinance  relating  thereto  and  should  be  certified 
as  to  sufficiency  of  appropriated  funds  and  ap- 
proved by  the  responsible  officers.     Claims  on  account 
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of  contracts  should  be  prepared  and  supported  with 
evidence  similar  to  that  used  in  open  market  transac- 
tions. The  chief  financial  officer  should  have  an  orig- 
inal copy  of  the  contract  and  should  audit  the 
voucher  by  reference  to  it. 

Accounting   Conteol  Must  Begin   with  Ordees 
AND  Contracts 

Having  thus  shown  how  a  definite,  systematic 
business  procedure  may  be  established  for  locating  at 
every  step  responsibility  for  the  integrity  of  expendi- 
tures, we  shall  show  how  these  transactions  should  be 
recorded  and  how  accounting  control  over  them  may 
be  effected. 

It  is  obvious  that  the  moment  an  order  is  issued  or 
a  contract  is  let  the  appropriation  or  fund  authoriz- 
ing the  expenditure  has  been  encumbered.  That  is, 
since  the  appropriation  limits  the  power  of  the  offi- 
cer to  spend,  any  order  issued  or  contract  let  must 
be  regarded  as  reducing  the  amount  available  for 
any  other  purpose  than  meeting  this  particular  lia- 
bility of  the  city  which  will  be  fixed  and  certain  when 
the  goods  are  delivered  or  the  services  are  rendered. 

The  only  way  these  encumbrances  can  be  kept  be- 
fore the  officer  is  to  have  each  order  and  contract  as 
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and  when  authorized  registered  against  the  appropri- 
ation so  that  a  sufficient  amount  of  the  appropria- 
tion may  be  reserved  to  meet  the  liability  when  it 
becomes  actual  and  payable.  These  are  entered 
under  contract  reserve  or  order  reserve  in  the  appro- 
priation or  fund  ledger  (Exhibit  20). 

It  is  true  that  deliveries  have  to  be  made  on  the 
order  or  contract  and  accepted  before  the  liability 
becomes  unconditional;  for  this  reason  the  amount  is 
not  entered  in  the  liability  accounts,  but  is  consid- 
ered only  as  an  encumbrance  which  constitutes  a 
charge  against  an  appropriation  or  fund.  Upon  de- 
livery only  is  the  liability  account  created,  and  both 
the  fund  reserve  and  the  liability  are  reduced  or  liqui- 
dated by  the  voucher. 

To  enable  the  bookkeeper  to  make  the  entries  en- 
cumbering appropriations,  orders  when  issued  should 
have  noted  on  them  the  estimated  cost.  The  exact 
cost  can  be  ascertained  in  many  cases  and  in  all  other 
cases  an  estimate  which  will  be  near  enough  can  be 
made.  Contracts  for  a  fixed  amount  should  be  en- 
tered as  encumbrances  for  such  amount.  Contracts 
which  provide  for  an  additional  percentage  over  the 
stated  amount  should  be  estimated  and  charged  at 
the  highest  figure  until  completed  or  adjusted.  Unit 
price  contracts  do  not  constitute  encumbrances  at  all, 
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the  orders  issued  on  account  of  them  being  the  basis 
for  encumbering  appropriations. 

Orders  and  contracts  should  be  numbered  and  reg- 
istered chronologically,  separate  records  being  main- 
tained for  each.  The  amounts  should  then  be  imme- 
diately transferred  to  the  appropriation  fund 
accounts  as  charges  or  encumbrances,  separate  col- 
umns being  used  for  contracts  and  orders  in  the  books 
containing  these  accounts.  Here  these  charges  rest 
as  amounts  reserved  from  the  appropriations  until 
goods  have  been  delivered  or  work  has  been  performed 
and  vouchers  have  been  prepared  for  payment. 

Vouchers  having  been  prepared,  they  are  numbered 
and  registered  in  a  voucher  register,  and  the  amounts 
also  transferred  to  the  fund  appropriation  accounts, 
but  in  a  separate  column  from  the  order  or  contract 
charges.  It  frequently  happens  that  the  bill  is  for 
more  or  less  than  the  estimated  amount  of  the  order 
or  that  the  last  payment  on  a  contract  makes  the 
total  payments  exceed  or  fall  short  of  the  estimated 
total  of  the  contract.  To  provide  for  this  variation 
there  are  columns  alongside  of  the  voucher  column  in 
the  appropriation  accounts  for  entering  and  adjust- 
ing this  excess  or  decrease. 

The  charges  in  the  voucher  column,  plus  or  minus 
the  adjustments,  operate  to  counteract  or  clear  the 
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related  charges  in  the  order  and  contract  columns, 
and  therefore  the  contingent  liability  against  a  par- 
ticular appropriation  is  the  difference  between  the 
total  of  all  order  and  contract  charges  entered  and 
the  total  of  voucher  charges  plus  or  minus  the  ad- 
justmoits.  The  unexpended  balance  of  the  appro- 
priation is  ascertained  bv  deducting  the  total  vouch- 
ers charged  from  the  original  appropriation.  This 
balance  diminished  by  the  contingent  liability  gives 
the  xmencninbered  balance,  that  is,  the  balance  avail- 
able for  further  orders  and  contracts. 

Apparent  as  is  the  necessity  of  such  accounting 
for  appropriations,  it  is  a  singular  fact  that  few 
cities  practice  it.  This  is  all  the  more  remarkable 
because  most  city  charters  make  it  a  misdemeanor  for 
an  officer  to  overspend  appropriations. 

AccouKTS  Must  Bb  Peovablb 

It  is  not  enoo^  that  appropriation  accounting 
consist  merely  of  a  memorandum  record.  Unless  pro- 
vision is  made  for  verifying  the  correctness  of  post- 
ings and  footings  and  controlling  the  accuracy  and 
completeness  of  the  accounts,  errors  which  at  any 
time  may  prove  very  embarrassing  are  certain  to  be 
made. 
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To  establish  proper  control  over  the  accounts  is 
exceedingly  simple.  It  requires  only  that  each  class 
of  document  be  registered  to  develop  a  total  against 
which  the  detail  postings  may  be  proved.  For  ex- 
ample, the  total  of  the  orders  registered  for  the 
month  would  be  taken  from  the  order  register,  and, 
through  the  medium  of  a  journal  entry,  transferred 
to  the  credit  of  a  controlling  account  in  the  general 
ledger  entitled  reserve  for  open-market  orders,  the 
controlling  account  appropriations  or  authorization 
to  incur  liabilities  being  debited.  The  total  of  the 
contract  register  would  be  similarly  treated,  reserve 
for  contracts  being  credited. 

Assuming  that  no  vouchers  were  yet  posted,  a  trial 
balance  taken  from  the  detail  accounts  kept  in  the 
appropriation  ledger,  consisting  of  the  balances  de- 
rived by  deducting  from  the  original  appropriation 
in  each  account  the  charges  for  orders  and  contracts, 
would  equal  the  balance  of  the  account  appropria* 
tions  in  the  general  ledger. 

This  would  be  a  proof  that  all  orders  and  con- 
tracts had  been  posted  and  that  the  footings  were 
correct.  It  would  not  be  proof,  however,  that  each 
order  or  contract  had  been  posted  to  the  proper  ac- 
count. But  with  proof  that  all  entries  had  been  made 
an  error  in  posting  to  the  wrong  account  would  be 
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discovered  when  the  voucher  in  liquidation  of  the 
order  or  the  contract  is  posted  to  the  account,  the 
procedure  being  that  the  former  should  be  cross  ref- 
erenced or  checked  against  the  latter.  The  order  or 
contract  entry  could  not  be  cross  referenced  or 
checked  if  the  order  (or  contract)  and  the  voucher 
liquidating  it  were  not  posted  to  the  same  account. 

Genehal  Ledger  Controlling  Accounts 

A  register  of  the  total  of  all  invoices  will  show 
the  total  of  all  deliveries.  At  the  end  of  the  month 
the  total  of  invoices  registered  as  per  the  invoice  reg- 
ister should  be  transferred  to  the  general  ledger 
through  the  medium  of  a  journal  entry,  arCCOUntS 
payable  being  credited  and  expenses,  stores,  or  prop- 
erty being  debited. 

The  establishment  of  control  over  stores,  property, 
and  expense  accounts  from  a  register  of  documents 
representing  deliveries  is  of  highest  importance. 
When  a  system  of  inspection  and  reports  is  estab- 
lished, this  provides  not  only  for  the  exercise  of  ac- 
counting control  but  for  administrative  control 
as  well. 

The  total  of  the  voucher  register  would  reduce  the 
invoices  and  set  up  vouchers  payable;    at  the  same 
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time  a  collateral  or  secondary  entry  would  be  made 
in  the  fund  group  of  accounts :  unapplied  (net  cash) 
balance  would  be  credited  with  the  amount  of  the 
vouchers,  reserve  for  open-market  orders  would  be 
debited  with  the  amount  of  orders  which  the  vouch- 
ers Hquidate  or  clear,  reserve  for  contracts  would  be 
debited  with  the  amount  of  vouchers  drawn  on  ac- 
count of  contracts,  and  appropriations  would  be  deb- 
ited with  the  excess  of  vouchers  over  orders  and  con- 
tracts or  credited  with  the  excess  of  orders  or 
contracts  over  vouchers.  In  the  case  of  contracts 
this  adjustment  will  occur  only  at  the  time  final  pay- 
ment is  made. 

The  advantage  of  establishing  control  over  the 
accuracy  of  stores,  expenses,  and  property  accounts 
through  a  register  of  invoices  is  obvious.  These  alone 
represent  deliveries;  these  also  represent  the  true  lia- 
bilities. The  vouchers  when  approved  for  payment 
do  not  affect  these  accounts  except  in  so  far  as  there 
may  be  adjustments.  At  the  same  time  the  voucher 
also  reduces  the  contract  or  order  reserve. 

The  accounts  in  the  general  ledger,  namely  ap- 
propriations, reserve  for  open-market  orders,  and  re- 
serve for  contracts  will  control  all  the  balances  in  the 
detailed  appropriation  and  contract  ledgers.  A  trial 
balance  consisting  of  balances  derived  by  deducting 
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the  total  order  and  contract  reserve  in  each  account 
(plus  or  minus  adjustments)  from  the  original  ap- 
propriation should  agree  with  the  balance  of  the 
general  ledger  account  appropriations.  A  trial  bal- 
ance consisting  of  balances  derived  by  deducting  the 
total  vouchers  on  account  of  orders  from  the  total 
adjusted  order  reserve  should  agree  with  the  gen- 
eral ledger  account  reserve  for  open-market  orders, 
while  the  total  of  the  balances  derived  by  deducting 
contract  vouchers  from  the  total  adjusted  contract 
reserve  should  agree  with  the  general  ledger  ac- 
count reserve  for  contracts. 

The  general  ledger  controUing  accounts  required 
for  these  processes  were  described  and  illustrated  by 
journal  entries  in  Chapter  III  in  connection  with  the 
discussion  of  the  fund  balance  sheet. 


Monthly  Reports 

At  least  once  a  month  a  report  should  be  prepared 
by  the  chief  financial  officer  for  the  benefit  of  the 
mayor,  the  board  of  commissioners  or  other  appro- 
priating body  and  others  interested  showing  the  con- 
dition of  each  appropriation  and  special  fund  ac- 
-count. 
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The  report  should  contain  the  following  informa- 
tion: 

Title  of  appropriation 
Original  amount 
Transfers,  if  any 
Total  amount  available 
Voucher  or  warrant  charges 
Unexpended  balance 
Contract  and  order  encumbrances 
Unencumbered  balance. 

Other  Records  Essential 

In  addition  to  the  records  already  mentioned  there 
is  usually  need  for  a  contract  record  containing  an 
account  with  each  contract,  showing  the  total 
amount  thereof,  the  amounts  approved  for  payment, 
the  orders  outstanding  against  it,  etc.  Likewise,  it 
is  often  desirable  and  sometimes  made  obligatory  by 
charter  provision  to  keep  a  separate  account  with 
each  person  or  concern  from  whom  purchases  are 
made  on  open  order.  Stores  ledgers  and  records, 
which  are  an  essential  part  of  a  system  of  expendi- 
ture accounting,  are  treated  in  detail  in  the  next 
chapter.  The  subject  of  functional  cost  and  expense 
accounts  was  treated  at  length  in  Chapter  VI. 
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Centkalized  Accounting  System  Desieable 

The  foregoing  explanation  is  based  upon  the  as- 
sumption that  all  accounting  processes  are  central- 
ized in  the  office  of  the  chief  financial  officer.  If  each 
department  keeps  a  set  of  accounts  independently 
of  the  chief  financial  officer's  accounts,  the  method 
of  accounting  and  control  is  the  same  except  that 
the  titles  of  the  offsetting  accounts  of  the  general 
ledger  controlling  accounts  are  different,  for  the 
reason  that  individual  departments  would  not  have 
the  data  for  keeping  such  accounts  as  unapplied 
(net  cash)  balance  and  estimated  revenues  required 
to  meet  budget  authorizations. 

But  there  is  rarely,  if  ever,  any  good  reason  why 
all  the  financial  accounting  of  a  city  should  not  be 
centralized  under  the  jurisdiction  of  the  chief  finan- 
cial officer.  It  can  be  done  much  more  economically 
and  efficiently  this  way.  Such  a  plan  would  enable 
the  financial  officer  to  develop  not  only  a  staff  of 
highly  skilled  bookkeepers  and  clerks,  but  an  effi- 
cient system  of  bookkeeping  and  procedure  which 
could  be  perpetuated  from  one  administration  to 
another  with  much  more  certainty  than  if  there  were 
a  number  of  scattered  accounting  systems. 

Unless   experience  should  demonstrate  the  advis- 

[122] 


1 
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ability  of  concentrating  the  details  of  departmental 
statistical  and  expense  accounting  in  a  central  office 
the  keeping  of  these  accounts  may  wisely  be  left  to 
the  several  departments  of  the  city  government. 


CHAPTER    IX 

MUNICIPAL   STOREKEEPIXG   AND   CONTROL   OVER 
THE  CUSTODIANSHIP  OF  MOVABLE  PROPERTY 

In  every  municipality  a  large  amount  of  money  is 
spent  annually  for  materials  and  supplies  for  use  in 
the  operation  and  maintenance  of  the  various  munici- 
pal departments  and  for  construction  purposes.  In 
few  instances  are  scientific  methods  employed  for  con- 
serving these  materials  and  supplies  and  rendering  a 
proper  account  of  the  use  made  of  them.  The  inev- 
itable result  is  not  only  a  great  amount  of  waste 
through  careless  and  inefficient  handling,  not  to  men- 
tion loss  by  subversion,  but  an  exact  basis  for  appor- 
tioning cost  of  supplies  and  materials  consumed  ac- 
cording to  departmental  functions,  projects,  jobs, 
etc.,  is  not  obtainable. 

Experience  in  efficiently  managed  private  business 
has  demonstrated  that  control  over  stores  and  ac- 
countability for  the  use  of  supplies  is  absolutely  nec- 
essary to  efficient  and  economical  administration.  To- 
day no  well-conducted  business  is  without  a  system 
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of  control  through  which  current  information  may  be 
had  as  to  goods  received,  goods  that  should  be  on 
hand,  and  the  use  that  has  been  made  of  goods  issued ; 
this  information  covering  not  only  totals  but  details 
as  to  quantity  and  value  of  each  article. 

While  it  is  not  likely  that  any  one  will  contend 
that  such  a  system  will  not  justify  itself  in  the  very 
large  cities,  some  persons  will  probably  feel  that  in 
small  municipalities  not  enough  would  be  gained  to 
warrant  its  adoption  and  the  employment  of  persons 
to  carry  out  its  provisions.  To  this  it  need  only  be 
said  that  private  business  has  demonstrated  conclu- 
sively that  the  saving  which  may  be  effected  under 
a  system  of  stores  control  is  usually  far  greater  than 
the  cost  of  store  keeping;  it  is  only  where  a  business 
is  so  small  that  the  proprietor  himself  can  carry 
the  stock  in  mind  that  store  accounts  are  not  used 
to  advantage.  But  aside  from  the  protection  given 
by  locating  responsibility  for  custodianship,  the  in- 
formation produced  is  essential  to  judgment  about 
every  subject  of  work,  efficiency  of  organization, 
and  economy  of  result. 

Supplies  and  materials,  not  to  mention  tools  and 
small  equipment,  represent  value  quite  as  much  as 
cash  in  the  treasury;  in  fact,  considering  ths  cost  of 
purchasing,   handling,   etc.,   each   dollar's   worth   of 
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property  of  this  nature  costs  considerably  more  than 
a  dollar.  Where  one  dollar  is  lost  through  the  dis- 
honesty of  persons  handling  cash,  ten  dollars  are  lost 
through  inattention  to  the  proper  safeguarding  of 
things  purchased. 

Peocedure  for  Securing  Control 

It  is  such  a  simple  matter  to  control  stores  that 
the  wonder  is  that  the  importance  of  doing  so  has  not 
been  recognized  by  city  officials.  When  supplies  and 
materials  are  received  the  invoices  covering  them 
are  entered  in  a  register  of  invoices  which  contains  a 
column  into  which  all  amounts  chargeable  to  stores 
are  extended.  The  total  of  this  column  at  the  end 
of  the  month  is  debited  to  stores  in  the  general 
ledger.  Whatever  is  charged  to  this  account  must  be 
accounted  for  in  stores  on  hand  or  requisitions  show- 
ing goods  dispensed. 

It  is  not  necessary  to  keep  a  detail  stores  ledger 
in  order  to  provide  information  periodically  about 
the  condition  of  each  kind  of  stock.  A  form  is 
used  for  the  purpose  by  the  department  of  Belle- 
vue  and  Allied  Hospitals,  which  is  in  the  nature 
of  a  continuing  inventory.  To  this  only  the  monthly 
totals  of  goods  received  and  issued  are  posted.     At 
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the  end  of  each  quarter  an  actual  count  is  made  with 
proper  adjustments. 

A  stores  ledger  may  be  opened  into  which  each  in- 
voice is  entered  according  to  articles,  a  separate  page 
being  assigned  to  each  article  of  supply  or  material. 
Each  account  in  this  ledger,  which  is  preferably  kept 
by  a  person  other  than  the  one  who  keeps  the  general 
ledger,  shows  among  other  things  the  quantity,  value 
and  date  of  purchase  of  each  article.  As  goods  are 
dispensed,  a  receipt  is  taken  by  the  storekeeper  on 
the  requisition  presented,  as  explained  in  the  preced- 
ing chapter.  This  requisition  is  the  basis  for  credit- 
ing each  detail  account  with  the  quantity  and  value 
of  each  article  delivered. 

Periodically,  usually  at  the  end  of  the  month,  the 
requisitions  are  embodied  in  a  report  of  stores  dis- 
pensed, which  is  the  basis  for  an  entry  crediting  the 
stores  account  in  the  general  ledger.  This  report 
also  summarizes  the  various  expense  or  cost  accounts 
which  are  to  be  charged.  An  illustration  of  a  stores 
ledger  will  be  found  in  Exhibit  21. 

A  Perpetual  Inventoey 

It  is  obvious  that  the  total  of  the  balances  of  the 
stores  ledger  should  at  these  periodical  dates  agree 
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with  the  balance  of  the  stores  account  in  the  general 
ledger.  These  accounts  having  been  found  to  be  in 
agreement,  the  question  of  paramount  importance  is 
whether  the  quantities  called  for  by  the  stores  ledger 
will  be  confirmed  by  an  actual  count  of  the  goods  in 
store.  Tests  for  this  purpose  should  be  frequently 
made.  One  of  the  best  ways  of  doing  this,  especially 
where  there  are  a  large  number  of  articles,  is  for  the 
stores  ledger  keeper  to  prepare  each  day  a  list  of  a 
certain  number  of  articles  for  which  a  count  of  stock 
is  desired.  This  list  is  given  to  the  storekeeper,  who 
ascertains  the  quantities  on  hand  and  enters  them  on 
the  list ;  it  is  then  returned  to  the  stores  ledger  clerk, 
who  compares  the  quantities  with  the  balances  called 
for  by  the  ledger. 

Beginning  with  the  first  account  in  the  ledger,  as 
many  articles  are  entered  in  each  daily  list  as  can  be 
reported  without  too  much  interference  with  the  day's 
work.  The  whole  round  should  be  covered  within  a 
year  at  least.  It  is  desirable  to  make  the  round  as 
often  as  once  in  three  months. 

When  differences  between  the  inventory  and  book 
balances  are  found  to  exist,  every  effort  should  be 
made  to  ascertain  the  causes  for  the  differences. 
They  may  be  due  to  clerical  errors  in  the  ledger 
accounts,  errors  in  counting  stock,  breakage,  pecula- 
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tion  or  other  cause.  A  satisfactory  explanation  of 
the  differences  having  been  found,  the  book  balances 
should  be  made  to  agree  with  the  count  of  stock  by 
debiting  or  crediting  the  ledger  account  of  the  par- 
ticular article  as  may  be  necessary.  A  correspond- 
ing entry  for  the  net  total  adjustment  should  be 
made  in  the  general  ledger  controlling  account  with 
stores,  the  offsetting  entry  being  made  in  an  account 
entitled  inventory  adjustment  account. 

Report  of  Stores  Dispensed  to  Be  Made 
Monthly 

There  are  several  ways  of  posting  the  goods  dis- 
pensed to  the  stores  ledger.  One  way  is  to  extend 
the  value  on  each  requisition  and  post  it  directly  to 
the  ledger,  making  a  recapitulation  of  the  requisitions 
in  order  to  obtain  a  grand  total  for  the  month  to  be 
used  as  a  control.  Where  there  are  a  great  many 
articles  dispensed  in  small  lots,  as  in  hospital  sup- 
plies, a  convenient  method  is  to  post  only  the  quan- 
tities each  day  to  an  assembling  sheet  which  provides 
narrow  columns  at  the  head,  in  which  are  written  the 
names  of  articles  dispensed.  The  days  of  the  month 
are  written  in  the  left  hand  margin  from  top  to  bot- 
tom.    A  separate  assembling  sheet  is  used  for  each 
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functional  division,  so  that  the  charge  to  each  ex- 
pense account  for  all  articles  may  be  known.  At  the 
end  of  the  month  a  summary  of  these  assembling 
sheets  is  made  on  which  the  total  quantity  of  each 
article  is  reduced  to  money  value.  This  summary 
becomes  the  medium  for  posting  to  the  stores  ledger. 
A  copy  of  it  is  also  used  as  a  report  to  the  gen- 
eral ledger  bookkeeper.  Other  methods  of  preparing 
the  entries  for  the  stores  ledger  are  used,  but  those 
mentioned  above  illustrate  the  principles  involved. 

Under  the  method  first  described  the  charges  to  the 
several  expense  accounts  are  assembled  by  posting 
the  requisitions,  which  of  course  show  the  account  to 
be  charged,  to  a  loose  leaf  record  in  which  a  sep- 
arate sheet  is  assigned  to  each  expense  or  cost  ac- 
count, only  the  date,  requisition  number,  and  amount 
being  entered.  This  record  is  proved  by  means  of  the 
recapitulation  of  requisitions  previously  prepared 
for  purposes  of  control.     A  summary  of  the  record  | 

for  the  month  is  prepared  as  a  report  to  the  general 
ledger    bookkeeper.      These    monthly    summaries    of  j 

stores  dispensed  are  the  basis  for  a  journal  entry  for 
posting  in  the  general  ledger,  crediting  stores  and 
debiting  the  several  expense  accounts  aifected. 
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Equalizing  Fluctuations  in  Prices 

The  detail  stores  account  and  the  inventories  have 
to  do  primarily  with  quantities ;  therefore  fluctuations 
in  price  are  of  no  moment  except  in  relation  to  the 
controlling  accounts  and  in  the  charges  made  to  ex- 
pense and  cost  accounts  at  the  time  of  issue.  These^ 
however,  are  important,  and  to  make  the  accounting 
easy,  two  general  methods  are  employed : 

1  The  supplies  handled  may  be  catalogued  or 
listed  and  dealt  in  at  the  store  at  the  regular  cata- 
logue or  list  price. 

2  Both  the  storekeeper  and  accounting  officers 
may  use  the  market  price. 

In  case  a  "stores"  price  is  established  by  catalogue 
or  list,  as  suggested  in  (1),  the  same  price  is  con- 
tinued throughout  the  year,  and  the  stores  accounts 
are  always  capable  of  being  stated  in  quantities  and 
money  value  without  the  need  of  averaging  and  mak- 
ing adjustments  to  equalize  fluctuations  in  price. 

Under  this  method,  purchases  are  charged  to  a 
stores  purchased  account.  All  goods  taken  into 
store  are  currently  reported  to  the  executive  office 
by  the  storekeeper  on  a  form  designed  for  that  pur- 
pose and  extended  at  the  "stores"  price.    This  report 
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is  the  basis  for  charging  stores  and  crediting  stores 
purchased.  At  the  end  of  the  month  the  latter  ac- 
count will  be  cleared  except  for  a  small  amount  rep- 
resenting the  difference  between  cost  prices  and 
"stores"  prices.  This  balance  should  be  transferred 
monthly  to  a  stores  adjustment  account  and  re- 
garded as  an  overhead  expense  or  reduction  of  ex- 
penses. At  the  end  of  the  year  new  "stores"  prices 
might  be  established  if  desired,  or  for  that  matter,  at 
any  inventory  period. 

When  the  market  price  is  taken,  as  suggested  in 
(2),  and  the  price  of  a  commodity  fluctuates  from 
time  to  time,  the  price  used  (for  posting  and  report- 
ing purposes)  in  computing  the  value  of  the  quantity 
consumed  must  be  adjusted  accordingly,  so  that  at 
the  end  of  the  year  the  quantity  balance  computed  at 
the  latest  price  will  equal  the  money  balance  in  each 
account.  This  adjustment  can  be  made  approximately 
by  observing  the  trend  of  the  account  in  the  stores 
ledger.  Any  unavoidable  deviation  should  be  on  the 
side  of  charging  goods  dispensed  at  a  higher  rather 
than  at  a  lower  price. 


ADVANTAGES  OF  STORES  ACCOUNTING 

Chief  Advantages  of  Stores  Accounting 

A  system  of  stores  accounting  is  indispensable  to 
proper  expense  and  cost  accounting,  since  in  no 
other  way  can  charges  for  stores  dispensed  be  dis- 
tributed as  costs  of  the  various  functions  or  projects 
into  which  they  enter.  Stores  purchased  for  opera- 
tion and  maintenance  may  be  used  in  part  on  new 
construction  and  vice  versa.  Without  a  system  which 
apportions  costs  on  the  basis  of  goods  issued,  accu- 
rate or  even  approximate  costs  are  impossible. 

A  stores  system  prevents  over-purchasing.  Fre- 
quently goods  are  on  hand  but  forgotten,  with  the 
result  that  similar  goods  are  again  purchased,  creat- 
ing a  surplus  stock. 

A  stores  system  is  absolutely  necessary  properly 
to  control  appropriations  for  supplies  and  materials, 
since  only  an  estimate  based  upon  a  record  of  goods 
consumed  can  be  an  accurate  one  upon  which  to  base 
appropriations.  The  necessity  for  a  scientific  classi- 
fication of  expenses  was  discussed  in  Chapter  VI. 

A  loose  leaf  ledger  is  the  best  form  of  stores  ledger, 
because  reference  can  be  made  more  readily  to  the 
accounts  when  they  are  so  kept,  the  pages  are  readily 
arranged  according  to  any  desired  classification  of 
articles,  and  filled  pages  can  be  easily  transferred  ta 
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another  volume  or  binder.  Values  as  well  as  quanti- 
ties are  recorded,  because  only  through  the  medium 
of  values  can  accounting  control  in  the  general  ledger 
be  established. 

As  stated  in  the  previous  chapter,  a  system  of 
accounting  for  the  whole  city  centralized  in  the  chief 
financial  officer's  department  is  most  desirable.  Un- 
der such  circumstances  a  separate  stores  account 
would  of  course  have  to  be  kept  with  each  department 
having  a  stores  system.  Where  each  department  has 
its  own  system  of  accounting,  both  the  general  ledger 
controlling  account  with  stores  and  the  stores  ledger 
would  be  kept  in  the  department. 

Economy  of  Central  Purchasing  and  Stores 
Departments 

There  can  be  no  question  that  greater  economy  and 
higher  efficiency  can  be  attained  in  municipal  govern- 
ment when  a  central  purchasing  agency  and  a  cen- 
tral storehouse  are  established.  By  means  of  a  cen- 
tral purchasing  agency  responsibility  for  price, 
quality,  delivery,  etc.,  is  more  easily  located,  stand- 
ardization of  articles  and  contract  specifications  is 
possible,  and  contracts  may  be  made  on  better  terms. 
With    a    central    store    department    goods    may    be 
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bought  in  larger  quantities  and  better  prices  obtained 
in  consequence;  besides,  a  large  stock  is  more  elastic 
and  the  danger  of  staple  articles  becoming  exhausted 
and  unavailable  at  times  of  emergency  is  consider- 
ably lessened.  In  both  cases  a  smaller  expenditure 
for  salaries  of  purchasing  agents,  clerks,  helpers, 
etc.,  is  usually  required. 

Steps  in  Establishing  a  Stores  System 

To  establish  a  system  of  stores  accounting  where 
none  has  previously  existed  the  first  step  is  to  take 
an  inventory  of  stock  on  hand.  The  inventory 
should  be  entered  in  a  book  or  on  sheets  prepared  for 
the  purpose.  It  should  be  valued  at  current  prices  op 
those  last  paid,  and  extensions  should  be  carefully 
verified.  The  total  of  the  inventory  should  be  the 
basis  for  an  entry  in  the  general  ledger  debiting 
stores  and  crediting  surplus,  general  account.  The 
details  of  each  article  should  be  entered  in  a  stores 
ledger,  a  separate  account  being  opened  with  each 
article.  The  information  usually  required  in  eachj 
account  is : 

Description  of  article 
Unit  of  measure 
Maximum  and  minimum  stock 
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Oa  recenredside 

Date  of  pordiflse 

Order  nmnbar 

From  wham  porcfaand 

Qujoititj 

Price  per  mnt 


On  dispcimd 

Date  diipcMW^ 
Reqaisitian  mnnhfr 
To  whom  £spa»ed 
QamititT 
Price  per  unit 
Aaiaant 
QaaotitT  baUnee 

It  k  frequently  desiraUe  also  to  bare  colmms  ts 
ihow  in  aMBionaidiiiii  form  goods  ordered  but  not 
jct  received,  date,  order  nomber,  etc 

If  each  reqoisitioii  k  posted  separately  in  the 
ledger  the  entries  on  the  dispensed  side  will  nsnaHy 
ootnimiber  those  on  the  rcceired  side  by  at  least  three 
to  one.  This  condition  can  be  met  by  proper  mlmg 
of  the  ledger  sheets. 

It  is  very  important  that  the  storeroom  be  so  tarn- 
▼eniently  arranged  as  to  bins,  compartments,  elc^ 
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that  articles  may  be  readily  found.  The  quantity  in 
each  bin  should  be  kept  on  a  card  which  is  fastened 
to  it.  Each  addition  and  each  withdrawal,  as  well  as 
the  remaining  balance,  should  be  noted  on  this  card, 
which  should  also  show  the  minimum  and  maximum 
quantity  of  the  article  which  should  be  kept  on  hand. 
A  system  of  code  numbers  to  designate  the  articles 
carried  in  stock  is  frequently  very  usefuL 

Tbeatscext  of  Stores  ix  a  Balance  Sheet 

Stores,  including  tools  and  similar  articles  of 
equipment,  are  properly  a  part  of  the  assets  of  the 
general  account,  because  in  the  main  they  are  held 
for  meeting  current  operation  and  maintenance  ex- 
penses of  the  city.  It  is  true  that  some  portion  of 
them  may  be  used  on  new  construction,  but  in  this 
case  a  charge  is  made  to  capital  account  and  the  gen- 
eral account  is  credited.  Since  stores  are  not  avail- 
able for  meeting  contingent  liabilities  on  contracts 
and  orders  incurred  or  to  be  incurred  under  avail- 
able appropriations,  they  should  be  excluded  in  stat- 
ing the  surplus  (of  assets)  in  the  general  account  bal- 
ance sheet.  This  exclusion  may  be  effected  by  offset- 
ting the  item  of  stores  in  the  assets  by  a  reserve  for 
gtores  on  the  liability  side  of  the  balance  sheet. 
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CoKTROL  OP  Tools  axd  Other  Small  Equipment 

Every  city  has  a  considerable  amount  of  money  in- 
vested in  small  tools,  movable  equipment  and  other 
property  which  is  used  first  in  one  place  and  then  in 
another.  Rarely  are  there  records  kept  to  show  what 
this  property  is  and  whether  it  is  properly  accounted 
for  from  time  to  time.  Seldom  does  an  incoming  de- 
partment head  know  by  the  records  what  property  of 
this  character  he  is  assuming  the  custody  of  and 
responsibility  for.  In  few  instances  are  records  kept 
of  the  location  of  small  tools  and  equipment,  the 
result  being  that  it  is  impossible  to  tell  whether  any 
of  them  are  being  diverted  to  private  use. 

Control  of  tools  and  small  equipment  may  be  estab- 
lished on  the  same  principle  by  which  stores  are  con- 
trolled. All  purchases  are  charged  to  a  general 
ledger  controlling  account  from  a  register  of  invoices, 
in  fact  they  may  be  charged  to  the  stores  account. 
The  details  of  description  and  quantity  of  each  arti- 
cle are  kept  in  the  stores  ledger.  No  articles  should 
be  given  out  by  the  custodian  of  the  supply  except 
upon  a  written  requisition,  properly  approved  by  a 
foreman  or  superintendent,  and  if  the  requisition  is 
for  an  article  to  replace  one  already  in  use  that  fact 
should  be  stated,  and  the  old  one  surrendered  before 
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a  new  one  is  issued.  The  person  receiving  the  articles 
should  receipt  for  them  on  the  requisition. 

Articles  issued  for  use  should  be  embodied  in  a 
report  and  charged  to  a  controlling  account  in  the 
general  ledger  entitled  tools  and  equipment  in  use, 
stores  being  credited.  The  former  account  at  all 
times  represents  the  articles  in  service.  When  a 
worn-out  tool  is  presented  and  a  new  one  asked  for, 
no  additional  charge  is  made  to  this  account,  but 
a  charge  is  made  to  tools  and  equipment  consumed, 
stores  being  credited.  In  this  way  the  account, 
tools  and  equipment  in  use,  by  reason  of  frequent 
renewals,  practically  represents  articles  in  service- 
able condition. 

Details  of  this  account  are  kept  on  a  subsidiary 
card  record,  a  separate  card  being  opened  with  each 
foreman,  or  other  responsible  person,  containing  a 
description  of  the  article,  record  of  date  of  issue, 
date  of  replacement,  where  used  and  the  cost.  Period- 
ically an  inspection  should  be  made  to  see  that  all 
tools  represented  by  the  cards  are  in  the  service  of 
the  city.  It  should  be  a  rule  that  where  an  employee 
asks  for  a  new  tool  in  place  of  an  old  one  and  cannot 
produce  the  old  one  he  should  be  required  to  pay  for 
the  new  one. 

The  account  tools  and  equipment  consumed  is  an 
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overhead  account,  that  is,  it  represents  costs  that 
cannot  readily  be  apportioned  to  specific  cost  ac- 
counts. Where  tools  consumed  can  be  identified  with 
specific  functions  or  work,  however,  they  should  be 
charged  to  the  related  cost  account  and  not  to  tools 
and  equipment  consumed. 


CHAPTER    X 

PAYROLL  MAKING,  TIME  AND  SERVICE   REPORTS 

The  criticism  that  city  employees  do  not  render  as 
efficient  service  as  employees  in  private  business  is 
almost  universal.  If  the  criticism  is  just,  can  it  be 
truly  said  that  the  fault  lies  primarily  with  the  em- 
ployee? Is  it  not  because  the  municipal  employee 
is  handicapped  by  inferior  methods  and  equipment? 
Is  it  not  because  he  has  not  been  given  the  same 
incentive  to  do  his  best  that  obtains  in  private  busi- 
ness? Is  it  not  because  standards  of  efficiency  have 
not  been  provided  by  means  of  which  faithful  em- 
ployees may  be  differentiated  from  shirks?  Is  it  not 
because  there  have  been  denied  to  those  who  seek  to 
render  efficient  service  records  of  accomplishment 
and  standards  for  judgment,  as  a  means  of  protect- 
ing them  against  the  devices  and  cunning  of  those 
who  hold  positions  and  gain  favor  by  what  is  known 
as  "pull"? 

Evidence  the  First  Requisite 

It  is  not  suggested  that  this  is  the  fault  of  the 
officer;  he  may  be  newly  elected.    Few  officers  remain 
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in  power  long  enough  to  make  radical  changes  in 
method.  It  is  the  result  of  a  system  that  has  grown 
up  under  conditions  adverse  to  efficient  management. 
Before  this  can  be  corrected  one  fact  must  be  fully 
comprehended  both  by  the  officer  elect  and  by  the 
public  to  which  the  officer  must  look  for  support, 
namely,  that  as  in  the  control  of  other  municipal 
expenditures,  the  first  requisite  in  establishing  effi- 
ciency in  personal  service  is  evidence — evidence  of 
competence,  evidence  of  incompetence,  evidence  which 
will  show  how  much  of  his  time  each  employee  has 
given  to  the  city  and  what  he  has  accomplished. 

If  we  require  each  employee  to  make  his  own  record 
and  report  of  the  facts  and  certify  to  them,  and 
then  provide  a  means  for  verifying  or  testing  the  ac- 
curacy of  the  reports  we  shall  have  not  only  a  proper 
basis  for  preparing  payrolls,  but  we  shall  have  a  basis 
for  determining  every  employee's  efficiency, 

A  record  of  each  employee's  service  is  the  founda- 
tion.    This  record  should  be  made  daily  and  should 
show : 
Hour  of 

arrival  at  work 

departure  for  luncheon 

arrival  after  luncheon 

departure  at  close  of  day 
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Number  of  hours  on  duty 

Number  of  hours  absent 
with  permission 
without  permission 

Title  of  position  or  civil  service  title  (if  employee 
is  working  in  a  position  other  than  that  indi- 
cated by  his  title  that  fact  should  be  clearly 
stated) 

Statement  of  work  performed  (to  conform  to 
classification  for  efficiency  record  and  to  show 
the  time  at  work  on  each  class) 

All  classes  of  employees  except  laborers  should 
prepare  and  certify  as  correct  such  a  daily  record, 
and  the  persons  who  occupy  supervisory  relations  to 
them  should  approve  the  reports  or  records  for  entry 
in  the  payroll  record. 

Value  of  Peesonal  Certification 

The  superiority  of  a  personal,  certified  statement 
of  service  lies  in  the  fact  that  falsification  makes  the 
person  liable  under  the  law  of  false  certification. 
Whether  the  record  is  good  or  otherwise  the  evidence 
is  always  in  such  shape  that  it  is  acceptable  in  a  court 
of  law.     Therefore,  if  the  records  are  daily  examined 
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for  false  certification  the  only  other  question  which 
can  arise,  namely,  the  question  as  to  what  the  facts 
are,  is  taken  care  of  by  the  employee's  own  signed 
statement. 

Punching  a  time  clock  or  signing  a  time  book  does 
not  produce  evidence  of  the  kind  necessary  to  win  a 
case  in  a  court  of  law,  and  experience  has  shown  that 
such  evidence  almost  invariably  fails  in  other  respects 
when  there  is  occasion  to  use  it.  Besides,  there  are 
so  many  w^ays  of  defeating  the  purpose  of  these  de- 
vices that  their  usefulness  is  not  nearly  so  great  as 
it  is  commonly  believed  to  be.  These  devices,  how- 
ever, when  properly  used  are  valuable  in  furnishing 
collateral  information  which  is  useful  for  checking 
purposes  to  the  person  who  approves  time  reports. 

Record  of  IxDrviDUAL  Service  Necessary 

A  method  of  determining  the  hours  of  service  hav- 
ing been  found,  evidence  as  to  the  quantity  or  amount 
of  work  performed  is  necessary  to  establish  efficiency 
standards  and  to  form  a  correct  estimate  of  the 
value  of  individual  services.  A  statement  covering 
quantity  of  work  should  be  given  and  certified  to  on 
each  report. 

In  order  to  do  this  effectually  for  a  large  service 
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and  at  the  same  time  do  justice  to  each  employee, 
consideration  must  be  given  to  the  question  as  to 
what  are  the  elements  which  go  to  make  up  each  kind 
of  work.  That  is,  we  must  do  for  municipal  em- 
ployees just  what  has  been  done  in  the  field  of  sport. 
Decision  must  be  made  as  to  what  points  shall  be 
entered  on  the  score  card,  so  that  each  worker  may 
make  a  record  for  himself. 

At  first  it  will  be  difficult  to  establish  definite 
standards  for  measuring  certain  kinds  of  service;  in 
other  words,  to  reduce  work  to  a  score.  But  grad- 
ually this  will  be  evolved  in  the  same  manner  as  has 
been  done  in  games.  Just  as  soon  as  a  class  of  em- 
ployees have  a  chance  to  make  individual  scores,  they 
will  begin  to  settle  the  rules  so  as  to  do  justice  to  all 
concerned.  At  the  outset  it  will  be  found  that  in 
most  cases  it  is  possible  to  describe  quantity  of  work 
in  such  a  way  as  to  determine  the  relative  accom- 
plishment of  a  number  of  employees  engaged  in  the 
same  kind  of  work;  and  in  many  cases  it  will  be 
found  comparatively  easy  to  secure  a  record  of  units 
of  work  which  will  be  a  reliable  index  to  the  skill  or 
application  of  the  employee. 

For  example,  a  meter  reader  may  report  the  num- 
ber of  meters  read  every  day ;  a  register  clerk,  the 
number  of  documents  registered;  a  ledger  clerk,  the 
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number  of  standard  postings  made  every  day;  a 
copyist,  the  number  of  pages  written ;  a  telephone 
operator,  the  number  of  calls  handled.  The  fact  that 
an  employee  changes  the  character  of  his  work  sev- 
eral times  each  day  would  not  interfere  with  making 
a  record  any  more  than  would  the  fact  that  one 
played  golf,  tennis  and  billiards  during  different 
periods  of  the  day.  He  simply  has  an  opportunity 
to  make  a  record  in  each.  The  essential  fact  is  that 
until  some  method  is  provided  for  making  a  com- 
parative score  there  can  be  no  means  whereby  the 
competent  employee  may  distinguish  himself,  except 
by  "personal  pull". 

The  Several  Kinds  of  Reports 

Laborers  and  other  employees  who  have  not  suffi- 
cient education  to  prepare  time  reports  would  not 
be  expected  to  do  so.  Such  persons  almost  invari- 
ably work  in  gangs  under  the  supervision  of  a  fore- 
man, who  would  prepare  a  gang  report  showing  the 
particulars  of  time  for  each  individual. 

Whether  employees  who  make  individual  reports 
should  certify  a  separate  report  each  day  or  certify 
a  number  of  days  on  each  report,  making  the  entries 
daily,  however,  is  a  matter  for  determination  accord- 
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ing  to  local  conditions.  Under  ordinary  circum- 
stances, employees  who  are  paid  by  the  month  and 
whose  work  does  not  take  them  outside  of  their  office 
might  submit  a  report  on  the  10th,  20th  and  at  the 
end  of  each  month,  entering  the  particulars  of  each 
day's  work  at  the  end  of  the  day.  For  persons  en- 
gaged in  field  work  a  report  submitted  daily  might 
better  serve  the  purpose  of  the  administering  officer. 
For  certain  employees  paid  by  the  week,  a  weekly  re- 
port consisting  of  daily  entries  would  probably  be 
desirable.  An  illustration  of  a  weekly  time  report 
will  be  found  in  Exhibit  22.  Reports  for  ten  day 
periods  should  follow  the  same  lines. 

The  superiority  of  foremen's  gang  reports  over 
time  books  lies  in  the  fact  that  they  provide  for  certi- 
fication by  the  foremen,  which  makes  them  legally 
responsible  under  the  law  of  false  certification;  be- 
sides, the  former,  on  account  of  containing  more  writ- 
ing space,  admit  of  reporting  the  hours  of  beginning 
and  leaving  work  and  the  nature  of  work  performed. 

To  make  it  unnecessary  for  the  foreman  to  write 
the  names  of  employees  each  day  on  the  report  sub- 
mitted by  him,  the  names  can  be  filled  in  on  the  type- 
writer using  the  names  of  the  previous  week,  and  six 
copies  made  by  means  of  carbon  sheets.  These  six 
copies  are  delivered  to  the  foreman  at  the  beginning 
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of  the  week ;  each  day  he  uses  one  of  the  copies,  fills 
in  the  particulars  of  each  man's  time,  certifies  it  and 
submits  it  to  the  executive  office. 


Time  Records 

The  time  reports  as  received  are  now  entered  in  a 
time  record  which  contains  a  line  for  each  employee's 
name,  a  column  for  each  day  in  the  week  or  month, 
the  total  amount  earned  and  such  other  particulars 
as  may  be  required.  Separate  records  are  kept  for 
employees  paid  weekly,  bi-weekly  and  monthly. 
These  may  be  in  bound  form  or  loose  leaf.  From 
these  records  the  payrolls  are  currently  prepared. 

An  individual  record  giving  the  principal  facts  of 
each  person's  employment,  and  containing  a  con- 
densed record  by  months,  of  hours  at  work,  number 
of  times  late,  absent,  etc.,  is  invaluable  in  estimating 
the  relative  worth  of  employees.  Such  a  record  is 
illustrated  in  Exhibit  23. 

How  New  York  City  Is  Solving  the  Problem  of 
Controlling  Payrolls 

The  method  pursued  by  New  York  City  in  the 
preparation    and   certification   of  payrolls    and   the 
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Improper  Practices  Made  Difficult 

These  restrictions  are  designed  to  render  difficult 
certain  practices  which  have  heretofore  defeated  the 
purpose  of  the  appropriating  body.  Formerly  it  was 
a  common  practice  of  department  heads  to  maintain 
a  rather  low  rate  of  expenditure  for  a  portion  of  the 
year  in  order  that  there  might  be  a  surplus  of  salary 
and  wage  appropriations  available  for  increasing  the 
compensation  of  favorites  just  before  budget-making 
time,  thereby  making  these  increases  the  basis  for 
allowances  of  subsequent  years.  It  was  heretofore 
not  an  uncommon  thing  for  department  heads  to  use 
the  higher  salaries  on  the  competitive  civil  service 
list  when  vacancies  occurred  to  employ  a  large  num- 
ber of  cheaper  employees,  especially  when  an  election 
was  approaching.  This  had  the  effect  of  filling  offices 
with  incompetents  and  seriously  affecting  the  esprit 
de  corps  of  organization.  Another  practice  decreased 
the  number  of  employees,  allowing  the  funds  so  saved 
to  be  used  to  increase  the  salaries  of  favorites. 
Again,  under  former  methods,  if  unused  funds  accu- 
mulated at  the  end  of  the  year  they  were  frequently 
dissipated  in  a  wasteful  manner  instead  of  being  re- 
turned to  the  general  fund. 
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What  the  Payrolls  Are  Required  to  Show 

Departments  are  now  required  to  prepare  their 
payrolls  in  such  a  manner  as  to  show: 

1  The  title  or  description  of  the  schedule  line  to 
which  each  employee's  salary  is  chargeable. 

2  The  appropriation  allowance  of  each  schedule 
line  for  the  year. 

3  What  one-twelfth  of  the  amount  of  each  sched- 
ule line  is. 

4  The  amount  expended  for  the  month. 

5  The  portion  of  each  line  expendable  to  date 
allowing  one-twelfth  of  the  appropriation  for  each 
month,  or  one-fifty-second  for  each  week. 

6  The  amount  expended  to  date,  including  cur- 
rent payroll,  of  each  schedule  line. 

7  The  balance  of  each  schedule  line  unexpended. 

With  these  facts  certified  to  by  departments  and 
verified  by  the  comptroller,  there  is  positive  assur- 
ance that  the  intentions  of  the  appropriating  body 
and  the  conditions  imposed  by  it  have  been  com- 
plied with. 

Certification  of  Payrolls 

The  manner  in  which  payrolls  are  certified  and  the 
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points  covered  in  the  certificates  constitute  two  of 
the  most  important  features  in  payroll  making. 
Every  element  of  information  necessary  to  establish 
responsibility  for  the  integrity  of  payrolls  should 
be  covered  and  certified  to.  Certificates  should  be 
signed  only  by  the  persons  having  personal  knowledge 
of  the  facts.  When  this  rule  is  observed  it  will  not 
be  possible  for  signers  of  certificates  to  make  the  plea 
so  often  resorted  to  under  lax  methods  of  procedure, 
namely,  that  they  could  not  be  expected  to  have 
intimate  knowledge  of  every  point  covered  by  the 
certificate. 

In  New  York  City  payroll  facts  are  developed 
through  certificates  which  are  in  substance  as  follows : 

The  person  who  prepares  the  payroll  certifies : 

1  That  he  has  in  his  possession  written  evidence 
that  each  person  named  in  the  payroll  was  duly  ap- 
pointed or  elected; 

2  That  there  is  on  file  a  time  record  or  report  duly 
certified  by  persons  having  knowledge  of  the  facts 
showing  the  kind  and  exact  time  of  service  of  each 
person,  and  the  further  fact  that  on  no  day  covered 
by  the  payroll  was  the  number  of  persons  employed 
under  each  schedule  line  in  excess  of  the  number 
authorized  by  the  line ; 

3  That  the  payroll  is  correct. 
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The  person  who  has  knowledge  of  the  accounts  of 
the  department  certifies  in  substance: 

1  That  the  several  amounts  are  proper  charges 
against  the  appropriation  or  fund  accounts  stated; 

ft  That  the  amounts  mentioned  in  the  payroll 
will  not  exceed  the  unencumbered  balances  of  appro- 
priations ; 

8  That  no  part  of  the  payroll  has  been  certified 
for  payment  in  any  previous  payrolL 

The  head  of  the  department  certifies  in  substance: 

1  That  the  j>ersons  named  in  the  payroll  were 
elected,  appointed  or  promoted  to  the  positions 
named  in  accordance  with  the  civil  service  law  and 
rules  pertaining  thereto,  and  that  the  salaries  of 
positions  have  been  established  in  accordance  with 
charter  provisions; 

2  That  except  when  granted  leave  of  absence  the 
persons  named  have  been  regularly  employed  in  the 
performance  of  the  appropriate  duties  of  the  posi- 
tions indicated,  and  have  at  no  time  during  the 
period  covered  by  the  payroll  been  assigned  to  duties 
pertaining  to  any  other  position  except  as  noted ; 

S  That  the  services  were  necessary  for  the  propter 
conduct  of  the  business  of  the  department ; 

4  That  any  overtime  allowed  was  due  to  an  ex- 
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traordinar}^  emergency  caused  by  fire,  flood  or  danger 
to  life  or  property. 

5  Upon  preceding  certificates  signed  by  persons 
designated  by  him  to  do  so,  the  head  of  the  depart- 
ment certifies  that  to  the  best  of  his  knowledge,  in- 
formation and  belief  the  payroll  is  correct. 

Although  the  head  of  the  department  obviously 
cannot  have  intimate  knowledge  of  all  the  points  of 
information  mentioned  in  his  certificate,  he  is,  never- 
theless, obliged  by  law  to  certify  to  them. 

The  payroll  now  passes  to  the  comptroller  for 
audit  and  payment.  In  his  office  it  is  examined  as  to 
calculations,  recapitulation,  etc.,  and  compared  with 
the  comptroller's  record  to  ascertain  that  it  is  in 
every  respect  in  accordance  with  the  provisions  of  the 
budget  and  all  resolutions  of  the  authorizing  body. 

Payroll  Forms  Described 

The  payroll  now  in  use  in  one  of  the  largest  de- 
partments in  New  York  consists  of  three  sections. 
The  first  section  contains  the  names  of  employees, 
rate  of  pay,  number  of  days,  amount  due,  nature  of 
work  performed  other  than  that  indicated  by  civil 
service  title  and  a  column  for  signature  of  employee. 
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On  the  right  are  several  columns  for  the  summariza- 
tion or  analysis  of  the  sheet  by  appropriation  and 
salary  schedule  lines,  a  code  number  being  used  for 
the  former  and  a  letter  to  indicate  the  schedule  line. 
This  analysis  is  transferred  to  the  second  section  or 
summary  sheet  in  order  to  bring  together  all  of  the 
amounts  chargeable  to  each  schedule  line  and  to  show 
the  total  charge  to  each  appropriation  account. 

The  third  section  is  the  payroll  voucher  (Exhibit 
^4)  to  which  are  carried  the  totals  from  the  sum- 
mary sheet.  This  voucher  shows  the  title  of  each 
schedule  line,  the  number  of  incumbents  and  amount 
for  which  appropriation  is  made  and  the  pro  rata 
allowance;  line  for  line,  in  adjoining  columns,  is 
shown  the  number  of  incumbents  and  the  amount  of 
money  on  the  payroll  certified  for  payment.  A  com- 
parison is  also  made  between  the  total  of  each  appro- 
priation and  the  total  amount  charged  against  it 
from  the  payroll.  Thus,  every  essential  fact  neces- 
sary to  show  whether  the  authorizing  body's  budget 
conditions  are  complied  with  is  set  forth.  As  these 
facts  are  certified  to  by  the  department  and  verified 
by  the  comptroller's  office,  the  control  over  the  pay- 
roll expenditures  is  practically  absolute.  The  term 
"pro  rata  allowance"  refers  to  the  period  for  which 
employees  are  paid.    It  may  be  a  week,  a  half  month, 
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or  a  month.  Where  appropriations  are  made  for 
seasonal  work,  that  is,  for  work  which  is  heavy  at 
certain  times  of  the  year  and  light  at  other  times, 
the  restriction  limiting  expenditures  to  one-fifty- 
second  for  each  week  is  waived. 

All  payrolls  are  examined  by  the  civil  service  com- 
mission to  determine  that  there  are  no  violations  of 
its  rules.  If  an  employee  is  engaged  in  a  position 
other  than  that  indicated  by  his  civil  service  title, 
the  fact  must  be  set  forth  on  the  payroll.  Failure  to 
do  so  makes  the  head  of  the  department  legally  liable 
for  false  certification,  since  his  certificate  specifically 
covers  this  point. 

Monthly  payrolls  are  paid  by  checks  of  the  city 
paymaster  and  weekly  rolls  are  usually  paid  in  cash. 
Each  department  fills  out  its  own  pay  checks,  which 
are  supplied  by  the  paymaster  in  advance  of  the 
preparation  of  each  roll.  When  the  payroll  is  trans- 
mitted to  the  comptroller  for  audit,  the  pay  checks 
are  sent  to  the  paymaster  for  registration  and  signa- 
ture. They  are  then  returned  to  the  departments  by 
the  paymaster  and  given  to  employees,  who  receipt 
for  them  on  the  face  of  the  payroll  in  the  space  pro- 
vided for  that  purpose. 
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CHAPTER   XI 
HOW    A    PUBLIC    OFFICER    MAY    USE     REPORTS 

In  the  past  the  chief  medium  for  the  transmission 
of  intelligence  about  public  business  has  been  pub- 
lic gossip.  It  is  the  gossip  of  the  town  that  is  in- 
voked for  the  purpose  of  supporting  or  destroying 
candidates  for  office.  It  is  the  gossip  of  the  town 
that  is  invoked  against  him  or  is  used  to  support  him 
after  he  has  been  inducted  into  office.  The  princi- 
pal relation  is  a  personal  one.  What  the  officer  does 
or  what  he  refuses  to  do  depends  very  largely  on  what 
those  next  to  him  tell  him,  and  these  in  turn  depend 
very  largely  on  what  they  have  been  told. 

As  a  result  of  a  lack  of  effective  means  for  bring- 
ing complete,  accurate,  and  prompt  information  to 
the  attention  of  the  officer  at  the  time  he  must  act, 
the  public  service  has  been  bound  up  in  what  is 
called  "red  tape."  Red  tape  is  the  procedure  which 
has  grown  up  or  has  been  thrown  around  certain 
officers  or  offices  in  order  to  prevent  a  superior  from 
doing  harm  by  allowing  the  business  to  go  to  loose 
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ends  for  lack  of  information,  due  to  the  fact  that 
little  provision  is  made  for  keeping  an  officer  and  the 
public  informed  through  regular  reports.  Persons 
who  are  responsible  for  transacting  the  business  of 
the  public  have  been  required  to  keep  in  touch  with- 
the  centers  through  which  public  gossip  clears.  The 
business  of  the  officer,  therefore,  has  been  quite  as 
much  outside  as  inside  of  his  office.  This  is  one  of 
the  marked  differences  between  public  and  private 
business. 

Successful  administration  of  modem  business  is 
based  upon  reports  which  come  currently  and 
promptly  to  the  executive  and  give  him  information 
on  every  essential  detail  of  the  business  for  which  he 
is  responsible.  In  a  big  business  it  is  not  possible  for 
the  administrator  to  maintain  personal  contact  with 
all  subordinates  and  with  every  detail  of  work. 
He  must  entrust  details  to  others,  otherwise  he  will 
find  himself  overwhelmed  with  minutiae,  made  incap- 
able of  viewing  the  business  in  its  true  perspective, 
and  deprived  of  the  time  necessary  for  future  plan- 
ning. It  is  also  true  that  where  subordinates  are 
given  more  independence  by  not  being  kept  in  too 
close  contact  with  the  executive  they  will  develop 
greater  sense  of  responsibility,  and  thus  become  more 
useful  to  the  organization. 
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A  properly  conceived  and  well-designed  system  of 
reports  is  one  of  the  principal  factors  in  effective 
organization  and  successful  management.  It  is  to  an 
operating  organization  what  a  contour  map  is  to  a 
military  leader  or  a  sailing  chart  is  to  the  captain  of 
an  ocean  liner.  It  makes  for  the  solidarity  of  an  or- 
ganization, and  gives  each  of  its  members  better  ap- 
preciation of  his  responsibility. 

With  all  essential  details  concentrated  daily  at 
his  desk  by  means  of  properly  devised  reports,  the 
executive  may  review  a  day's  operations  in  a  few 
minutes  and  obtain  a  comprehensive  grasp  of  what 
is  going  on.  Unusual  or  abnormal  conditions  are 
quickly  revealed,  permitting  him  to  concentrate  on 
things  that  require  investigation  and  action.  With 
his  time  conserved  through  not  having  to  give  at- 
tention to  matters  which  according  to  the  reports 
require  no  attention,  the  executive,  no  matter  how 
large  a  business  he  is  called  upon  to  administer, 
will  find  himself  with  time  for  the  study  and  plan- 
ning which  are  so  essential  to  successful  manage- 
ment. 

The  Essentials  of  a  Good  Repoet 

If  we  are  to  have  reports  which  are  prepared  in 
iuch  a  manner  as  to  give  the  executive  the  maximum 

[159] 


HOW    OFFICER    MAY    USE    REPORTS 

information  with  a  minimum  of  effort,  we  must  rec- 
ognize the  following  principles  of  report-making: 

Completeness 

Accuracy 

Promptness,  frequency  and  regularity 

Summarization 

Classification 

Comparison 

Unit  rates 

Percentage   ratios 

Averages 

Completeness  — When  relying  on  gossip  or  rumor 
for  his  knowledge  of  affairs  or  on  personal  contact, 
the  public  administrator  is  always  handicapped  by 
having  an  incomplete  and  inaccurate  statement  of 
facts.  To  serve  its  purpose  effectively  a  report  must 
be  complete.  It  must  cover  every  phase  of  the  busi- 
ness for  which  the  officer  is  responsible.  For  this 
reason  it  is  suggested  that  the  accounts  by  means  of 
which  the  reports  are  currently  prepared  should  deal 
with  every  subject  of  public  business  instead  of  a 
few  subjects  as  is  the  common  practice.  Not  only 
should  the  public  administrator  have  a  complete  state- 
ment of  facts  with  respect  to  the  condition  of  funds 
and  appropriations,  but,  as  has  already  been  said, 
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he  should  have  a  complete  statement  before  him  with 
respect  to  what  the  city  o\\tis  and  what  the  city  owes ; 
with  respect  to  the  fidelity  of  custodians;  with  re- 
spect to  revenue  accruals  and  collections ;  with  re- 
spect to  contracting  and  purchasing  relations;  with 
respect  to  the  economy  and  efficiency  of  results  ob- 
tained ;  etc.,  etc. 

Accuracy' — The  establishment  of  accounts  and  the 
making  of  reports  which  are  complete,  that  is,  which 
tell  the  story  about  each  subject  of  business,  does 
not  suffice.  The  story  told  must  be  true;  the  ac- 
counts and  reports  must  be  correct ;  otherwise  the 
officer  may  be  as  much  misled  by  the  report  as  he 
would  be  if  he  relied  on  rumor  or  personal  contact 
for  guidance.  It  is  to  the  end  that  the  officer  may 
know  whether  or  not  the  statements  are  correct 
that  controlling  accounts  are  established — accounts 
through  which  the  story  in  summary  form  is  told, 
and  to  which  the  supporting  details  may  be  checked 
and  proved. 

Promptness,  Frequency  and  Regularity — By  far 
the  greatest  value  of  accounts  and  reports  lies  in 
making  the  facts  currently  available.  That  is,  if 
statements  of  fact  are  to  be  used  as  a  basis  for  judg- 
ment they  must  be  before  the  officer  when  judgment 
must  be  exercised.     Reports  may  be  complete,  they 
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may  be  accurate,  but  if  they  do  not  produce  state- 
ments promptly  and  make  the  facts  available  to  the 
officer  each  day  when  he  must  assume  responsibility 
for  judgment  in  the  execution  of  plans  or  policies, 
they  are  of  little  use.  A  report  which  comes  in  after 
it  is  needed  as  a  basis  for  administrative  judgment 
is  only  an  annoyance,  and  a  system  of  accounting 
and  reporting  which  does  not  make  the  facts  available 
when  needed  becomes  a  source  of  irritation  and  a 
means  of  detracting  from  official  efficiency.  Such 
a  system  does  not  enable  the  officer  to  render  effec- 
tive service  and  obtain  the  support  necessary  to  be- 
come efficient  while  in  office. 

The  frequency  with  which  reports  should  be  made 
depends  upon  the  frequency  with  which  judgment 
should  be  exercised.  If  daily,  reports  should  be  made 
each  day ;  if  weekly  or  monthly,  the  report  should  be 
a  weekly  or  monthly  report;  if  the  subject  is  one  of 
general  policy  to  be  settled  annually  then  an  annual 
report  will  suffice.  The  report  should  also  be  regu- 
larly produced.  Regularity  is  essential  in  order  that 
the  officer  may  know  when  information  may  be  ex- 
pected, and  so  that  those  who  prepare  data  may  be 
instructed  to  lay  before  him  facts  which  lend  them- 
selves to  comparison  for  each  period  reported. 

Summarization — Facts  must  be  presented  in  con- 
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densed  form  so  that  they  can  be  grasped  ahnost  at  a 
glance.  This  not  only  saves  the  time  of  a  busy  ad- 
ministrator, but  enables  him  to  get  clear  cut  mental 
impressions  which  otherwise  would  not  be  possible. 
Their  significance  may  not  at  first  be  understood ;  but 
any  change  suggests  definite  inquiry.  The  chief 
value  of  a  summary  lies  not  in  questions  answered, 
but  in  questions  raised.  It  points  the  finger.  It 
suggests  where  the  manager  should  look.  Failure  to 
recognize  the  significance  of  this  principle  renders 
almost  useless  the  published  financial  reports  of  many 
American  cities.  Facts  they  doubtless  give,  but  they 
are  in  such  scattered  and  extended  form,  a  particu- 
lar statement  sometimes  covering  fifty  pages,  that 
the  mind  does  not  grasp  their  purport  and  conse- 
quently the  purpose  of  presentation  is  defeated. 

Classification — This  means  the  separation  of  facts 
into  groups  or  divisions.  In  order  that  a  person  in- 
terested may  have  a  complete,  accurate,  and  prompt 
report  on  each  subject  of  interest,  the  summary  re- 
port should  tell  the  story  of  each  general  subject  or 
group  of  related  interests;  the  detail  report  should 
tell  the  story  of  each  minor  subject  of  interest  in- 
cluded in  each  group  summarized.  Without  classifi- 
cation no  story  could  be  told.  For  considering  the 
results  of  the  many  transactions  of  public  business 
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classification  is  necessary  for  clarity.  It  does  not 
mean  much  to  the  manager  of  a  business  to  have  ex- 
penditures or  even  current  expenses  reported  in  one 
sum.  To  obtain  a  proper  conception  of  the  content 
of  expenses  he  needs  to  have  them  classified  accord- 
ing to  the  several  kinds  of  expense;  that  is  to  say, 
the  total  expenses  for  a  given  period  may  be  no  more 
than  those  of  a  prior  period,  and  yet  there  may  be 
large  variations  in  the  groups  of  which  they  are  com- 
posed. Likewise,  within  the  field  of  operating  statis- 
tics it  is  vastly  more  informing  to  the  head  of  a  police 
department  to  have  the  number  of  arrests  for  each 
kind  of  crime  reported  to  him  than  merely  the  total 
number  of  arrests  by  districts;  or  to  the  head  of  a 
public  health  serv'ice,  to  have  cases  of  sickness  or 
death  reported  by  classes  rather  than  all  kinds  re- 
ported in  one  total. 

Comparison — Facts  are  always  informing,  but 
only  when  they  are  shown  in  perspective,  or  in  other 
words,  when  they  are  compared  with  those  of  other 
periods  and  the  increase  or  decrease  reduced  to  a 
percentage,  does  the  administrator  or  other  person 
interested  have  the  maximum  of  questions  raised  for 
his  consideration.  It  is  only  by  having  the  record  of 
one  day,  one  week,  one  month,  one  year  after  an- 
other,   that    the    significance    of    current    results    is 
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brought  into  view.  A  comparative  statement  is  to  an 
administrator  what  a  "bogey"  score  is  to  a  golf 
player;  it  makes  every  play  significant,  even  though 
he  may  be  playing  alone.  A  statement  of  the  revenue 
from  freight  carried  for  a  year  gives  the  stockholder 
of  a  railroad  little  information,  but  if  the  previous 
year's  figures  are  given  in  an  adjoining  column  and 
the  current  year's  figures  are  stated  as  being  fifteen, 
twenty  or  twenty-five  per  cent,  smaller,  he  will  imme- 
diately begin  to  ask  questions. 

Unit  Rates  and  Percentage  Ratios ^ — The  purpose 
of  unit  rates  and  percentage  ratios  is  to  bring  to  the 
administrator  the  significance  of  facts  that  otherwise 
might  not  readily  appear.  The  mind  can  more  easily 
grasp  the  significance  of  costs  when  they  are  ex- 
pressed on  the  basis  of  the  cost  per  unit.  For  ex- 
ample, it  means  little  to  a  citizen  to  tell  him  that  it 
costs  $5,672.67  for  feed  for  the  horses  of  the  street 
cleaning  department  for  a  year,  but  if  he  is  told  that 
this  was  the  cost  of  feeding  fifty  horses  and  that  the 
average  rate  per  head  per  day  was  31  cents  he  can 
easily  "compare  notes"  if  he  is  interested;  if  he  has 
not  heretofore  been  interested  there  is  a  good  chance 
of  his  becoming  so.  So,  too,  the  significance  of  per- 
centage ratios  is  more  readily  grasped  than  that  of  a 
gross  sum,  for  the  reason  that  a  percentage  always 
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requires  comparison.  For  example,  the  percentage 
ratio  which  expenses  of  each  function  of  city  govern- 
ment bear  to  the  total  cost  of  government  tells  a 
much  clearer  story  than  do  the  amounts  expressed  in 
dollars  and  cents  for  the  reason  that  the  mind  grasps 
relative  figures  more  readily  than  isolated  facts. 

Averages — The  reduction  of  results  to  averages 
also  helps  the  administrator  grasp  the  problem  for 
which  he  is  responsible.  Averages  are  useful  in  equal- 
izing unusual  fluctuations  which  have  no  special  sig- 
nificance so  far  as  a  period  of  some  length  is  con- 
cerned. The  expenses  of  a  department  may  run 
evenly  for  seven  months  and  in  the  eighth  month  may 
show  an  unusual  increase  due  to  a  particular  expendi- 
ture which  may  not  be  necessary  again  during  the 
year.  Obviously  the  ninth  month  could  not  properly 
be  compared  with  the  eighth,  but  it  could  be  com- 
pared with  the  average  of  the  first  eight  months. 
Similarly,  comparing  one  year  with  a  previous  year 
which  might  have  been  abnormally  small  or  large 
would  not  give  as  correct  a  basis  for  judgment  as 
comparing  the  year  with  the  average  of  several  prior 
years. 
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GRAPHIC  CHARTS 

Geaphic  Charts 

Graphic  charts  are  used  as  a  means  of  getting  be- 
fore the  mind  the  trend  of  events.  They  are  an  ex- 
cellent means  of  presenting  figure  facts  in  a  way  to 
show  their  relation  to  the  past  and  to  indicate  what  is 
to  be  expected.  Appreciation  of  their  value  is  con- 
stantly growing.  A  chart  is  easily  made  on  "cross 
section"  paper  which  consists  of  faint  lines  running 
up  and  down  crossed  by  lines  running  from  side  to 
side,  precisely  and  equally  spaced.  The  figures  to  be 
charted  are  entered  on  the  left  hand  margin  from 
top  to  bottom.  The  variation  to  be  expressed  is 
represented  by  a  line  to  the  right,  running  in  a  zigzag 
manner  according  to  the  fluctuation,  from  top  to  bot- 
tom, in  relation  to  a  straight  vertical  line  which  rep- 
resents 100%.  The  space  between  the  faint  vertical 
lines  may  be  taken  to  represent  one  per  cent.  Fluc- 
tuations below  100%  appear  at  the  left  of  the 
straight  vertical  line.  Those  in  excess  of  100% 
are  shown  at  the  right  of  the  vertical  line. 

The  figures  to  be  presented  are  first  reduced  to  a 
percentage  basis  to  ;facilitate  charting  and  also  to 
facilitate  relating  them  to  other  sets  of  facts  set  forth 
on  other  charts.  For  example,  a  certain  figure, 
either  an  average  of  a  number  of  past  years  or  an 
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initial  figure,  where  no  past  experience  is  available,  is 
assumed  to  be  represented  by  100%.  Every  subse- 
quent figure  is  expressed  by  a  percentage  bearing  the 
same  ratio  to  100  that  the  subsequent  figure  bears  to 
the  first  named  amount.  For  example,  if  $1,425.50 
is  represented  by  100%  and  the  next  amount  to  be 
charted  is  $1,468.26,  to  reduce  the  latter  amount  to 
a  percentage,  it  is  necessary  to  divide  it  by  the  for- 
mer amount.  This  gives  1.03  and  multiplying  100% 
by  this  amount  gives  103%. 

A  simpler  form  of  graphic  chart  is  a  circle  divided 
into  sections  or  segments,  each  segment  represent- 
ing a  portion  of  the  whole.  To  illustrate,  suppose  it 
were  desired  to  present  graphically  the  expenditures 
of  a  city  for  operation  and  maintenance  according  to 
functions.  The  total  expenditure  is  represented  by 
the  circle  which  contains  360  degrees.  The  amount 
to  be  represented  by  one  degree  would  be  found  by 
dividing  the  total  by  360.  Dividing  the  several  sums 
which  are  to  be  represented  by  segments  by  the  value 
of  a  degree  we  have  the  number  of  degrees  in 
each  sum  to  be  charted.  Having  divided  the  circle 
into  360  segments  by  use  of  a  protractor  we  can 
readily  determine  the  size  each  segment  should  be. 
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Typography  an  Important  Feature 

Typographical  arrangement  has  much  to  do  with 
the  clearness  of  a  report.  Too  often  this  feature  is 
greatly  neglected,  the  result  being  that  the  reader  does 
not  get  clear  impressions  of  the  facts  presented. 
Style  of  headings,  indentations,  spacing,  grouping, 
use  of  capitals,  small  letters  and  numerals,  whether 
in  a  printed  or  a  typewritten  report  play  an  impor- 
tant part.  Reports  at  best  are  too  often  dry  and 
uninteresting  and  therefore  no  feature  which  will 
promote  interest  in  them  should  be  neglected. 

Principles  Further  Illustrated 

Having  set  forth  and  explained  the  principles 
which  give  vitality  to  reports  and  make  dry  figures 
significant,  we  may  proceed  to  show  how  they  are 
specifically  applied  in  particular  instances  and  to 
illustrate  the  kind  of  reports  in  use  in  large  efficient 
organizations : 

Reporting  Methods  of  the  American  Telephone 
&  Telegraph  Company 

The  monthly  reports  of  the  American  Telephone  & 
Telegraph  Company,  one  of  the  largest  corporations 
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in  America,  consist  of  a  series  of  reports  which  pro- 
gressivelj'  disclose  every  point  of  interest  or  value  to 
the  executive  officers  of  the  company.  They  are  pre- 
pared on  standard  printed  forms,  size  8I/2  by  11 
inches.  The  basic  or  first  report  is  a  condensed  bal- 
ance sheet  showing  fifteen  items  of  assets  and  ten 
items  of  liabilities  running  from  the  top  to  the  bot- 
tom of  the  sheet  with  three  columns  to  the  right.  The 
first  column  shows  the  financial  status  of  each  item  at 
the  end  of  the  month;  the  second  column  shows  the 
increase  over  the  previous  month  (decreases  in  red)  ; 
the  third  column  shows  the  increase  or  decrease  in  re- 
lation to  the  last  annual  statement. 

The  statement  second  in  importance  is  a  condensed 
statement  of  earnings  and  expenses  showing  two  items 
for  the  former  and  four  items  for  the  latter.  By 
columns  are  shown  the  figures  for  the  month,  increase 
or  decrease  in  relation  to  the  previous  month,  the 
accumulated  amounts  since  the  last  annual  statement, 
the  increase  or  decrease  in  relation  to  the  correspond- 
ing period  of  the  previous  year  expressed  in  money 
value  as  well  as  percentages. 

In  these  two  reports  are  focused  the  results  of  the 
business  to  date.  Each  report  is  amplified  by  per- 
haps a  dozen  other  reports  which  set  forth  every 
detail  concerning  which  information  is  currently  de- 
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sired.  For  example,  each  item  of  property  and  equip- 
ment is  elaborated  to  show  gross  additions  since  the 
last  annual  report,  the  plant  sold,  removed  or  aban- 
doned since  last  annual  report,  net  additions  since 
date  of  last  annual  report,  total  at  end  of  month  re- 
ported. Similar  details  are  shown  for  each  item  of 
liabilities.  In  this  manner  every  detail  pertaining  to 
every  phase  of  the  financial  questions  of  the  company 
is  set  forth  in  a  monthly  statement,  enabling  the  ex- 
ecutive officers  to  note  every  variation  from  the  pre- 
vious period  and  affording  a  basis  from  which  to 
direct  inquiry  where  explanations  seem  to  be  neces- 
sary, or  where  figures  give  rise  to  questions  having 
to  do  with  economy  and  efficiency. 

Operating  facts  pertaining  to  the  handling  of  traf- 
fic are  likewise  set  forth  in  a  series  of  monthly  state- 
ments. The  general  theory  of  these  reports  is  that 
the  irregular,  unusual  or  abnormal  facts  should  be 
brought  clearly  into  view.  Thus,  there  is  a  delayed 
call  report,  showing  the  total  number  of  calls  handled 
and,  in  detail  by  stations,  the  number  of  calls  delayed 
together  with  the  ratio  of  delayed  calls  to  the  total 
number  handled.  There  is  also  a  report  of  calls  lost, 
a  report  of  complaints,  a  reduced  charge  report  and 
various  other  reports,  all  of  which  bring  to  view  the 
points  in  traffic  handling  which  need  to  be  watched 
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in  order  to  develop  and  maintain  efficiency  in  opera- 
tion. By  setting  them  out  clearly  in  separate  state- 
ments, the  unusual  things  can  be  got  at  more  quickly 
and  more  directly  and  at  a  great  saving  of  the  ad- 
ministrator's  time. 

Reports   of    the   Reclamation    Service   of    the 
United  States 

The  engineer  responsible  for  each  project  in  the 
reclamation  service  renders  to  the  director  at  Wash- 
ington monthly  reports,  showing  not  only  the  total 
cost  and  unit  cost  of  each  element  or  function  for 
the  month  under  review,  but  also  the  total  cost  and 
unit  cost  of  each  element  since  the  beginning  of  the  | 

project  (Exhibit  25).  From  the  reports  thus 
rendered  summary  comparative  statements  are  pre- 
pared in  the  office  at  Washington  (Exhibits  26 
and  27).  The  advantage  to  the  administrative 
official  of  having  accurate  costs  presented  in  such  a 
form  is  obvious.  For  example,  it  may  be  seen  from 
Exhibit  26  that  the  man-day  cost  of  running  mess 
houses  ranges  all  the  way  from  55<^  to  $1.15,  the 
average  being  72.3^.  This  is  analyzed  to  show  the 
cost  of  subsistence  (food,  labor,  and  the  mess  house 
supplies).     From  experience  the  engineer  in  charge 
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Exhibit  15 

DEPARTMENT   OF  THE   INTERIOR 

UNITED  STATES  RECLAMATION  SERVICE 


Strawberry  Valley  Project 

Feature  DRIVING  STRAWBERRY  TUNNEL  HEADING  1 
Month  of  January,    1913 


7-602a 

Project 

Monthly 

Cost 

Report 


Acct 
No. 


CULSSIFICATION 


This  Month 


Amount 


Unit 
Cost 


Total  to  Date 


Amount 


Unit 
Cost 


760 
761 
762 
763 
764 
765 
766 
767 
768 
769 
770 

771 
772 
773 
774 
775 
776 
777 
778 
779 
780 
781 
782 
783 

784 
785 
786 
787 
788 
789 


Labor — 

Engineering 

Superintendents 

Shift  Bosses 

Timekeepers 

Drillmen  and  Helpers 

Miners 

Muckers 

Track  and  Dumpmen 

Skinners 

Tlmbermen 

Miacellaneoua 

Materials — 

Powder,  Fuse  and  Caps 

Lumber 

Oils.  Candles.  Etc 

Ventilating  Pipe 

Track.  Including  Ties 

Pipe  (Air  Line) 

Drill  Repairs 

Miscellaneous 

Machine  Shop  Expense 

Blacksmith  Shop  Expense 

Corral  Expense 

Power 

Plant  Depreciation 

Labor  and  Material — 

Pumping 

Electrician  and  Blowerman .  . 

Disabled  Employees 

Equipment  Depreciation 

Camp  Maintenance  Expense. . . 

General  Expense 

Diamond  Fork  Road  Maintenance 


$217.80 

216.66 

418.50 

85.00 

1.216.50 


1.134.19 

663.13 

255.75 

627.61 

40.25 

795.36 

357 . 60 

83.33 

205 . 20 

190.44 

1.32 

97.12 

74.48 

224.57 

242.45 

249.90 

1.370.02 

628.32 

4.33.87 
102.75 

"ios^oo 

686 . 76 

651.91 

75.35 


$0.65 
0.64 
1.25 
0.25 
3.62 

*3'.38 
1.97 
0.76 
1.87 
0.12 

2.36 
1.06 
0.25 
0.61 
0.57 
0.00 
0.29 
0.22 
0.67 
0.72 
0.74 
4.08 
1.87 

1.29 
0.31 

'6.56 
2.04 
1.95 
0.23 


$471.47 

621.66 

1.245.50 

249.33 

3.809.88 

2.802 ; 46 
1.867.71 

573.40 
2,021.16 

334.08 

1,609.43 
968.31 
298.14 
260.17 
398.91 
130.01 
614.08 
329.69 
424.83 
634.31 
761.04 
2,570.41 
1.136.32 

785.87 
256.51 

"34i!50 

1,360.64 

1,781.53 

157.23 


$0.56 
0.74 
1.48 
0.30 
4.50 

'3;32 
2.21 
0.68 
2.39 
0.40 

1.91 
1.15 
0.35 
0.31 
0.47 
0.15 
0.73 
0.39 
0.50 
0.75 
0.90 
3.05 
1.35 

0.93 
0.30 

■6'.46 
1.61 
2.12 
0.19 


Total $11.514. 14 


$34.27 


$28,815.58  .$34.14 


Work  com- 
menced 


I  Percentage 
'complete 


Estimated  ^^}\ 
total 


cost 


Lowest  total  bid  reed.,  $. 
Lowest  unit  bid  reed.. 


Class  of 
Work 


lEEcavaF! 


Unit  of 
Measube 


Lin.  Ft. . 


This  Month 


Quantity 


336 


Unit 
Cost 


$34.27 


Total  to  Date 


Quantity 


844 


.Unit 
Cost 


$34.14 


Correct: 

Ross  WoBSL£T,  Bookkeeper. 
6-802 
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Remarks 


Materials:   

Haul: 

Labor: 

Equipment: 

Weather: 

Miscellaneous: 

Additional  remarks  may  be 
written  on  the  back  hereof 


INSTRUCTIONS 


This  report  should  be  made  out  at  the  end  of  the  month,  after  the  book* 
have  been  closed,  and  sent  to  the  office  of  the  Director  not  later  than  the  15th 
of  the   month  following. 

Active  features: 

One  report  should  cover  every  live  or  active  Cost  Ledger  feature. 

Fill  in  the  account  number,  classification,  amount  under  "This  month" 
and  under  "Total  to  date."  Total  the  columns  showing  costs  for  the  current 
month  and  to  date,  and  fill  in  the  blanks  at  the  bottom  of  the  report. 

When  the  report  covers  operations  the  results  of  which  are  measurable  in 
uniform  units,  as  excavation,  embankment,  paving,  laying  concrete,  masonry, 
boring  tunnel,  manufacture  of  cement,  etc.,  fill  in  unit-cost  columns,  otherwise 
these  columns  may  be  disregarded.  If  detailed  reports  of  unit  costs,  other 
than  on  this  form,  are  prepared  and  submitted  to  the  office  of  the  Director  for 
this  feature,  write  in  the  column  for  unit  costs:  "See  separate  report  of  unit 
costs   herewith." 

Inactive  features: 

All  features  that  receive  no  charges  during  the  current  month  should  be 
listed  on  this  form,  with  amount  in  "Total  to  date"  column  filled  in,  using  one 
line  for  a  feature,  so  that  the  total  of  these  reports  for  any  month  can  be 
verified  by  the  debits  to  Cost  Ledger  reported  in  the  balance  sheet  both  as  to 
current  month's  business  and  total  to  date.  Do  not  report  inactive  features 
by  account  numbers,  but  by  totals  only. 

Compieted  features: 

When  any  feature  is  100  per  cent,  complete  unit  costs  should  be  reported  in 
detail,  if  the  product  can  be  measured  in  units. 


Bemarks: 

East  Portal  {Heading  No.  1)  at  Station  190,  91.  Heading  No.  1  at  end  of  month 
at  Station  182,  47.  Linear  Jeet  excavated  during  the  month,  336.  Tot(U  tunnel  exca- 
voted  from  this  heading,  8H  feet.  Daily  progress  during  the  month,  10.8^  feet.  The 
material  encountered,  a  soft,  red  sandstone  with  an  occasional  stratum  of  shale  and 
clay,  did  not  break  very  well  during  first  part  of  mcnth.  It  was  necessary  to  change  the 
method  of  drilling  and  shooting  it  several  times,  as  the  drill  holes  would  boot-leg  out  at 
times.     Soine  water  was  encountered  but  not  enough  to  impede  the  work  materially. 

The  spacing  of  the  timber  sets  was  increased  from  If  to  5  feet  on  centers,  but  the 
ground  is  still  of  such  a  nature  as  to  require  the  timbering  to  be  kept  close  to  the  face 
of  the  heading. 

7  rounds  were  lost  in  the  heading:  3  due  to  moving  pumps,  1  to  track,  and  3  mis- 
cellaneous causes.  A  soft,  blue  shale  was  appearing  in  the  bottom  of  the  face  at  the  end 
of  the  month  and  the  material  generally  was  getting  harder.  No  trouble  encountered  due 
to  lack  of  power.  Water  encountered  is  being  handled  by  a  k"  centrifugal  pump,  running 
about  three-fourths  of  the  time. 

1  Yi  inches  of  snow  fell  and  the  minimum  temperature  was  — 3S  at  the  camp.  Snov> 
on  tunnel  road  between  2  portals  is  about  3  ft.  deep,  but  freighters  not  having  any  trouble 
getting  through. 
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Exhibit  26 

COMPAKA'iiVt   AVERAGE   OF   UNIT   COST   OF  OPEBATING   MESS  HOUSES  ON  THE 

FOR  THE  MONTH  OF  JULY,  1913 

RECLAMATION  PROJECTS 

Projects 

Total 
Cost 

Man 
Days 

Unit  Cost  Peb  Mah  Dm 

This  Month 

Total 

TO  Date 

Reuares 

Total 
Unit 

Sub- 
sist 

La- 
bor 

Scip- 

Loss 

Gain 

Loss 

Gain 

»4,043.15 

0,972 

$.000 

«.490 

$.130 

$.(UIJ 

$023.51 

$13,471.15 

From  Balance  Sheet. 
From  BaUace  Sheet. 

From  Balance  Sheet. 
From  Balance  Sheet. 

From  Balance  Sheet. 
From  Bataace  Sheet. 

From  Balance  Sheet. 
From  Balance  Sheet. 

From  Balance  Sheet. 

8,681.60 

2,780 

.940 

.749 

.180 

•"" 

$532.00 

10,077.91 
14.97 

$714.70 

UNCOMPAHGRE  VALLEY 

ll!l9*!41 

2,289 
10,436 

.771 
.680 

!530 

.173 
.130 

'"" 

47.62 
581.56 

4,147.73 
20,296.09 

5,082.36 

800.82 

003.33 
1,140.83 

580.90 
2.000. 7i 
2,640.00 

894 
1,400 

757 
3.138 
4,572 

'785 
.775 
.830 
.650 

.570 
.609 
.510 
.010 
.395 

.140 
.239 

.170 
.132 

■(I'll 

7.42 

3,210.62 

SI'X  RIVER 

LOWER  YELLOWSTONE 

62.08 
28.76 
252.47 

4.871.98 

I'.iQS.ie 

'lltTKrEE-CARSON 

809.90 

11,181.22 

RIO  GRANDE 

MISSOURI    R.    PUMPING 

'iVAl 

3,553 
473 

.830 
.587 

.490 

.442 

.190 
.141 

'.iM'i 

289.51 

815.10 
100.30 

si. 06 

347 . 00 

970.74 

4,496.07 

473 . 07 
0,319.85 

473 
8,310 

1.000 
.700 

.050 
.690 

.277 
.140 

'.ll'lO 

119.07 
84.60 

STRAWBERRY  VALLEY 

10,433.90 

103.83 

5,341.10 

8,279 

.050 

.510 

.100 

.010 

808.70 

0,654 . 67 
4,639.20 

707.24 
409.82 

914 
640 

.840 
.759 

.730 
.408 

.080 

.222 

'.Mi 

81.79 
4.67 

90.82 
10,428.43 

S13.00 

272 

1.150 

.870 

.280 

109.08 

9,406.29 
122.87 

$.72S 

».53« 

$.14= 

».IU« 

$2,183.90 
207.34 

$2,461.24 

$39,700.85 
05,321.97 

$105,082.82 

Net  Gain  for  July. 

2,451.24 

2,451.24 

Net  Gain  to 

date 

S44.643.3.1 

. 

$105,082.82 

RIOI  082    82 

1 

1 
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REPORTS  OF  THE  RECLAMATION  SERVICE 

as  well  as  the  director  at  Washington  knows  in  gen- 
eral what  to  expect.  Whenever  there  is  a  variation 
that  strikes  his  eye  as  being  unusual,  he  at  once 
makes  inquiry  as  to  the  reason.  These  returns  are 
tabulated  so  that  averages  are  shown  comparatively 
from  month  to  month.  It  will  be  noted  that  the 
high  cost  is  at  Flathead,  where  there  were  only  272 
man-days,  requiring  a  high  cost  of  labor,  as  well  as 
a  high  cost  for  provisions.  This  is  a  small  camp  in 
an  out-of-way  place.  It  is  also  to  be  noted  that 
among  the  lowest  costs  is  the  Missouri  River  Pump- 
ing Station,  which  operates  at  473  man-days  per 
month,  but  it  is  within  convenient  reach  of  a  rela- 
tively good  market,  and  operates  at  an  advantage. 
Notwithstanding  the  fact  that  the  Flathead  mess 
house  is  run  at  the  highest  cost,  and  the  Missouri 
River  station  at  a  relatively  low  cost,  there  was  a 
loss  of  $109.98  during  the  month  of  July  on  the 
former,  and  a  gain  of  $51.65  on  the  latter.  This 
means  that  they  cannot  reasonably  charge  the  men 
at  Flathead  enough  to  pay  for  the  cost  of  running 
the  mess  house  without  increasing  their  wages,  where- 
as, by  charging  a  relatively  low  rate  for  meal  tickets 
at  Missouri  River  Pumping  Station,  all  of  the  costs 
are  covered  and  a  gain  of  $51  realized  which  goes 
to  reduce  the  net  cost  of  the  project. 
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Among  the  many  reports  will  be  found  unit  costs 
of  automobile  and  motorcycle  maintenance  and  op- 
eration. These  are  of  interest  to  municipal  officials 
because  each  succeeding  year  sees  more  of  such  ma- 
chines in  municipal  service,  and  the  upkeep  costs 
have  become  a  matter  of  considerable  importance. 
Exhibit  28  shows  a  form  of  monthly  report  on  an 
automobile.  The  data  in  this  report,  together  with 
that  shown  by  reports  from  other  locations,  are  as- 
sembled in  the  Washington  office  in  a  comparative 
summary,  so  that  the  administrative  officials  may 
readily  note  the  maximum,  minimum,  and  average 
unit  costs  of  each  automobile  in  operation. 

Some  Reports  REauiRED  by  a  Municipal 
Financial  Officer 

It  may  be  of  interest  to  describe  a  few  of  the  re- 
ports which  the  chief  financial  officer  should  have  in 
order  to  gain  a  clear  understanding  of  the  financial 
condition  and  the  financial  operation  of  his  city. 

In  previous  chapters  we  discussed  summary  bal- 
ance sheets  and  revenue  and  expense  statements. 
These  summaries  need  to  be  enlarged  upon,  ana- 
lyzed, and  supplemented  by  current,  intermediate 
statements  in  order  that  the  administrator  may  have 
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Exhibit  28 

DEPARTMENT  OF  THE  INTERIOR 

UNITED  STATES  RECLAMATION 
SERVICE 


7-884 

PROJECT  MONTHLY 
COST  REPORT 


Boise  Project 

Feature  OPERATION  OF  AUTOMOBILE 

Month  of  June,  1913 


PRINCIPAL   FEATURE 

NUMBER 


Contract  No Specification  No. 


Clabsification 

This  Month 

Total  to  Date 

Account 
No. 

Amount 

Unit 
Cost 

Amount 

Unit 
Cost 

1 

Supplies: 

Gasoline 

$25.10 
7.49 
2.70 
5.00 

115.53 

47.90 

26.07 

1.00 

100.00 
8.80 

$.023 
.006 
.002 
.004 
.097 
.042 
.022 
.001 
.085  I 
.007$ 

$215.67 

73.59 

95.64 

40.50 

354.77 

298.29 

411.46 

7.33 

1,027.40 

$.0249 

i 
s 

4 

Lubr.  oil  and  grease. . 
Other  supplies 

.0093 
.0118 
.005 

6 
6 

Tire  repairs 

Other  repairs 

.044 
.038 

7 

.052 

8 

.0009 

Driver's  salary 

.1271 

Driver's  expenses 

E.  M.  F.  30  H.P.  Tour- 
ing Car,  purchased  Au- 
gust 17,  1911: 

Initial  cost  $1,300.00 
Total    mileage    this 

month,  1,175. 
Total      mileage      to 
date,  8,006. 

ToUl 

$339.59 

S.289 

$2,524.65 

$.313 

Work  com- 
menced 

Percentage 
complete 

Estimated  ^^^^^  cost 

Lowest  total  bid  reed.,  $ 

Lowest  unit  bid  reed 

Class 

Unit 

OF 

Mea- 
sure 

This  Month 

Total  to  Date 

OF 

Work 

Quantity 

Unit 
Cost 

Quantity 

Unit 
Cost 

Remarks 

Materials: 

Haul: 

Labor: 

Equipment: 



Weather: 

CORRI 

:c 

r: 

Miscellaneous: 

J.  Johnston,  Costkeeper. 
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Additional  remarks  maj 
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INSTRUCTIONS 


This  report  should  be  made  out  at  the  end  of  the  month,  after  the  books 
have  been  closed,  and  sent  to  the  office  of  the  Director  not  later  than  the  15tb 

of  the  month  following. 

AedTe  features: 

One  report  should  cover  every  live  or  active  Cost  Ledger  feature. 

Fill  in  the  account  number,  classification,  amount  under  "This  month" 
and  under  "Total  to  date."  Total  the  columns  showing  costs  for  the  current 
month  and  to  date,  and  fill  in  the  blanks  at  the  bottom  of  the  report. 

When  the  report  covers  operations  the  results  of  which  are  measurable  in 
uniform  units,  as  excavation,  embankment,  paving,  laying  concrete,  masonry, 
boring  tunnel,  manufacture  of  cement,  etc.,  fill  in  unit-cost  columns,  otherwise 
these  columns  may  be  disregarded.  If  detailed  reports  of  unit  costs,  other 
than  on  this  form  are  prepared  and  submitted  to  the  office  of  the  Director  for 
this  feature,  write  in  the  columns  for  unit  costs:  "See  separate  report  of  unit 
costs   herewith." 

Inactive  features: 

All  features  that  receive  no  charges  during  the  current  month  should  be 
listed  on  this  form,  with  amount  in  "Total  to  date"  columns  filled  in,  using 
one  line  for  a  feature,  so  that  the  total  of  these  reports  for  any  month  can  be 
verified  by  the  debits  to  Cost  Ledger  reported  in  the  balance  sheet  bo*h  as  to 
current  month's  business  and  total  to  date.  Do  not  report  inactive  features 
by  account  numbers,  but  by  totals  only. 

Completed  features: 

When  any  feature  is  100  per  cent,  complete  unit  costs  should  be  reported 
in  detail,  if  the  product  can  be  measured  in  units. 


REMARKS: 
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complete  information  regarding  every  point  upon 
which  judgment  must  be  currently  exercised. 

First,  there  should  be  a  complete  summary  of  cash 
transactions  and  the  condition  of  cash.  The  state- 
ment should  show  the  cash  on  hand  at  the  beginning 
and  the  amount  in  each  depository,  the  total  amount 
received  during  the  period,  the  total  amount  dis- 
bursed during  the  period,  and  the  balance  on  hand  at 
the  end  of  the  period,  also  divided  according  to  de- 
positories. This  information  should  be  given  for 
each  cash  account  classified,  to  show  transactions 
within  the  general  account,  bond  funds,  sinking 
funds,  and  trust  funds.  A  convenient  form  of  state- 
ment arranges  the  first  group  of  facts  from  top  to 
bottom  and  the  second  group  of  facts  by  columns 
from  left  to  right.  In  this  wav  a  compact  statement 
is  presented. 

Next,  cash  receipts  should  be  detailed  according  to 
sources  and  classified  according  as  they  belong  to  the 
general  account,  bond  funds,  sinking  funds,  or  spe- 
cial trust  funds.  The  sources  and  funds  may  be 
enumerated  in  the  first  column  from  top  to  bottom* 
In  columns  from  left  to  right  may  be  shown: 

Amount  received  during  month  ended 
Amount  received  from  first  of  year  to  date 
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Amount  received  during  corresponding  period  of 

previous  year 
Increase 
Decrease 

Details  of  cash  payments  should  also  be  shown  in 
s.  separate  statement  in  similar  formation.  These 
two  statements  comprise  the  analysis  of  the  total  re- 
ceipts and  total  disbursements  shown  in  the  state- 
ment first  described. 

Next,  there  should  be  a  statement  which  will  show 
the  financial  officer  how  he  is  to  finance  maturing  ob- 
ligations. For  this  purpose  there  is  required  a  state- 
ment showing  the  obligations  maturing  in  four  subse- 
quent quarters  and  the  anticipated  cash  that  will  be 
available  in  the  same  periods,  with  the  deficiency  to  be 
provided  for  or  the  excess.  Four  columns  from  left 
to  right  will  show  the  four  quarters  to  be  charted  in 
this  manner.  This  information  should  also  be  shown 
for  the  four  groups  or  funds  and  by  showing  these  in 
the  first  column  from  top  to  bottom  one  statement 
will  suffice  for  all  funds. 

The  details  of  estimated  obligations  to  be  met 
should  be  shown  in  a  subordinate  statement.  Each 
kind  of  obligation  should  be  noted.  In  the  first  col- 
umn should  appear  the  obligations   at  the  current 
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date,  in  the  second  column  the  obligations  maturing 
in  the  next  succeeding  quarter  and  so  on.  The  de- 
tails of  cash  available  and  expected  from  collec- 
tions should  be  similarly  charted  according  to 
sources. 

The  revenue  and  expense  statement  may  also  be 
supplemented  by  detailed  statements.  In  a  statement 
of  revenue  may  be  shown  the: 

Amount  accrued  during  the  month  from  each 
source 

Amount  accrued  from  first  of  year  to  date 

Amount  accrued  in  corresponding  period  of  pre- 
vious year 

Increase 

Decrease 

Average  per  month,  current  year 

Average  per  month  for  first.  .  .  .  months, 
previous  year 

Average  per  month  for  entire  previous  year 

In  hke  manner  expenses  may  be  analyzed  on  the 
basis  of  expenses  incurred,  whether  paid  or  not. 
The  several  columns  should  show: 

Cost  for  current  month 
Total  cost  from  first  of  year  to  date 
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Total   cost   of   corresponding  period,  previous 

year 
Increase 
Decrease 

Average  cost  per  month,  current  year 
Average  cost  per  month  first months  of 

previous  year 
Average  cost  per  month  for  the  entire  previous 

year 

The  above  described  statements  are  intended  to 
suggest  only  the  possibilities  in  report  making.  Other 
forms  of  reports  will  suggest  themselves  according  to 
conditions.  The  administrator  must  have  facts,  he 
must  have  them  promptly,  and  he  must  know  their 
relative  value.  He  cannot  have  too  much  informa- 
tion of  the  kind  that  throws  light  on  the  problems 
before  him. 

The  Uses  op  Reports 

A  few  illustrations  will  suffice  to  show  the  use  to 
which  an  officer  may  put  such  reports  as  these  as  well 
as  reports  of  other  character.  Take  the  report  of 
maturing  obligations.  The  officer  sees  that  the  prob- 
able cash  available  during  the  next  quarter  will  fall 
considerably  below  the  estimated  debt  to  be  met.    He 
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knows  that  he  will  have  to  borrow.  A  definite  fore- 
cast such  as  this  prevents  over-borrowing;  at  the 
same  time  it  enables  him  to  anticipate  financial  needs, 
making  it  possible  to  negotiate  loans  on  favorable 
terms.  In  conjunction  with  the  comparative  state- 
ment of  expenses  of  past  periods  above  described 
he  has  a  basis  for  approximating  the  financial  re- 
quirements of  the  ensuing  year  with  reasonable  ac- 
curacy. 

The  comparative  statement  of  revenue  shows  the 
trend  in  this  direction.  Any  falling  off  immediately 
gives  rise  to  questions  as  to  the  reasons  and  puts  the 
officer  on  inquiry  as  to  whether  revenues  are  increas- 
ing at  a  rate  commensurate  with  the  increase  in  value 
of  services  performed  or  privileges  granted  due  to  in- 
crease in  population. 

As  pointed  out  in  Chapter  VIII  the  chief  financial 
officer  should  have  prompt  knowledge  of  all  deliv- 
eries made  to  the  city  and  a  record  of  invoices  cov- 
ering them.  As  vouchers  are  prepared  for  audit  they 
are  checked  off  and  referenced  against  the  original 
record  of  invoices.  A  report  every  ten  days  of  the 
invoices  not  vouchered  will  immediately  raise  ques- 
tions as  to  why  invoices  are  not  passed  for  payment. 
Under  such  a  procedure  favoritism  and  corrupt  prac- 
tices on  the  part  of  city  employees  in  dealing  with 
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tradesmen  and  other  contractors  will  be  minimized. 
Similarly  a  periodical  report  of  vouchers  for  which 
checks  have  not  been  drawn  will  raise  questions  which 
will  be  embarrassing  to  the  persons  who  audit  vouch- 
ers if  any  are  held  up  for  improper  reasons. 

The  principal  financial  officer  of  a  city  should  re- 
ceive frequent  reports  of  such  matters  as  the  time 
required  to  pay  claims  against  the  city.  The  fact 
that  dealers  have  usually  considered  cities  "slow 
pay",  and  hence  have  charged  them  higher  prices, 
has  been  due  to  (1)  delay  of  departments  in  trans- 
mitting the  evidence  of  claims  to  the  central  account- 
ing office,  and  (2)  delay  in  passing  claims  through 
that  office.  The  Bureau  of  Audit  of  the  Depart- 
ment of  Finance  in  New  York  City  affords  an  excel- 
lent illustration  of  the  efficiency  which  may  be  de- 
veloped in  the  auditing  and  paying  claims.  In  New 
York  invoices  are  vouchered  in  the  departments  and 
then  transmitted  to  the  Department  of  Finance  for 
audit.  A  tabulation  made  prior  to  the  installation 
of  the  accounting  system  described  in  this  book 
showed  that  it  took,  on  an  average,  approximately 
twenty-three  days  to  audit  and  pay  a  claim,  after  the 
voucher  had  reached  the  Department  of  Finance. 
As  soon  as  the  chief  auditor  began  to  require  reports 
of  time  consumed  and  to  administer  upon  the  infer- 
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mation  shown  by  the  reports,  there  was  a  steady 
decrease  in  the  time,  because  the  office  force  cleared 
the  claims  more  rapidly.  As  a  result  of  the  atten- 
tion thus  directed  to  the  matter  the  average  time 
consumed  was  reduced  to  less  than  five  days — a  re- 
duction of  an  average  of  eighteen  days. 

But  this  was  not  the  only  result  which  came  from 
establishing  record  control.  Before  the  present  sys- 
tem was  established  each  claim  moved  singly,  and  any 
claim  could  get  into  a  pigeon  hole  without  calling 
attention  to  the  fact.  Now  they  are  numbered  and 
scheduled  in  and  out  and  any  claim  which  is  with- 
held not  only  calls  attention  to  the  fact,  but  a  no- 
tice must  be  placed  in  the  place  of  the  voucher  tell- 
ing who  has  withheld  it  and  the  reason  therefor. 
The  effect  has  been  that  each  tradesman  is  placed  on 
practically  the  same  footing. 

The  report  of  September  28,  1912,  shown  on 
page  186,  shows  that  the  average  time  consumed 
during  the  previous  ten  days  was  4.6  days.  It  is  ta 
be  noted  from  the  report  that  nearly  all  of  the 
claims  were  held  two  or  more  days  by  the  inspec- 
tors. The  attention  of  the  chief  auditor  is  thus 
directed  to  that  spot  in  the  procedure  which  should 
receive  his  attention,  if  the  time  is  to  be  further 
reduced.     In  this  instance  the  delay  is  due  to  the 
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failure  of  departments  to  transmit  invoices  of  goods 

promptly,    thereby    preventing    preinspection    on    a 

large  percentage  thereof.     It  is  planned  to  correct 

this  condition  by   inaugurating  reports  on  invoices 

received   and  vouchers   withheld,   thus   reducing  the 

average  time  required  for  payment  to  less  than  three 

days. 

REPORT   OF   SEPTEMBER   28,   1912 

Touchers  Received  By  Department  of  Finance 
September  17,  1912 


Released  by 
Inspectors 

Released  by 
Auditors 

Vouchers 
from  Audit- 
or to  Pay- 
ment 

Vouchers 
from  Re- 
ceipt to 
Payment 

1  day 

36 

149 

23 

36 

47 
21 
12 

2 

1 

39 

216 

60 

21 

"i 

6 

1 
1 

384 
163 
113 

2 

St  days 

35 

3  days 

277 

4  days 

91 

6  days 

6  days 

78 

7  days 

99 

8  days 

51 

9  days 

16 

10  days 

11 

Total  Vouchers .  . . 

327 

346 

660 

660 

Average  time  per  voucher  4.6  days. 


Monthly  statements  of  the  condition  of  appropria- 
tions and  funds  showing  unexpended  balances,  out- 
standing orders  and  contracts  and  unencumbered  bal- 
ances tell  the  department  manager  which  way  he  is 
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headed  and  when  and  where  he  must  curtail  expendi- 
tures. 

Monthly  trial  balances  and  balance  sheets  promptly 
rendered  show  the  officer  that  the  bookkeeping  work 
is  being  done  in  an  orderly  manner  and  that  it  is  up 
to  date,  and  failure  to  receive  such  statements  is  us- 
ually evidence  that  the  opposite  is  true. 

Trial  balances  of  stores  ledgers  compared  with  re-' 
ports  of  goods  actually  on  hand  prompt  inquiry  as  to 
how  the  differences  between  the  two  are  accounted 
for,  whether  by  errors  in  posting  to  wrong  account, 
waste,  peculation,  etc. 

Daily  or  weekly  summaries  placed  in  the  hands  of 
the  executive  showing  the  principal  facts  relating  to 
services  of  individuals  from  which  inquiry  may  be 
directed  regarding  lateness,  absence,  etc.,  will  do 
more  to  raise  the  moral  tone  of  the  organization  than 
anything  else. 

Reports  of  expenses  carefully  studied  in  the  light 
of  units  of  results  achieved  will  disclose  to  the  de- 
partment manager  practically  everything  he  needs  to 
know  in  order  to  place  his  department  on  a  high  plane 
of  efficiency. 


CHAPTER  XII 

STEPS    IN    REORGANIZING    ACCOUNTING    AND 
BUSINESS    METHODS 

Typical  of  many  letters  coming  to  the  Metz  Fund 
was  one  received  from  a  leading  citizen  of  an  enter- 
prising Pennsylvania  city  who  wrote :  "Kindly  advise 
me  what  is  the  best  method  to  follow  in  a  campaign 
of  education  for  an  up-to-date  municipal  accounting 
system".  About  the  same  time  the  secretary  of  a 
civic  organization  in  California  wrote:  "Our  associa- 
tion is  aware  of  a  very  deficient  system  in 

and  is  studying  the  question  at  the  present  time  in 
order  to  bring  about,  if  possible,  a  new  system  that 
will  be  intelligible  and  expeditious.  Any  information 
you  can  give  us  will  be  thoroughly  appreciated." 

These  letters  and  others  like  them  are  encouraging 
because  they  evidence  a  growing  appreciation 
throughout  the  country  of  the  need  for  improving 
prevailing  methods  of  accounting  and  reporting  by 
which  officials  render  an  accounting  of  their  trustee- 
ship.   "Kind  words  butter  no  parsnips" — neither  do 
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expressions  of  interest  bring  about  reform.  Citizens 
and  officials,  even  when  they  learn  that  improvement 
is  necessary,  for  one  reason  or  another  delay  in  tak- 
ing effective  steps  to  secure  it.  This  delay  is  due 
chiefly  to  the  fact  that  those  interested  realize  more 
or  less  vaguely  that  the  subject  is  technical  in  char- 
acter and  therefore  requires  expert  services.  These 
seeming  not  to  be  immediately  available,  enthusiasm 
wanes  and  the  work  of  betterment  is  postponed. 
Many  city  officials  earnestly  desire  to  render  signal 
service  by  placing  municipal  business  on  a  higher 
level,  but  because  of  the  difficulties,  technical  and 
otherwise,  that  have  to  be  surmounted,  permit  their 
terms  of  office,  often  of  too  brief  duration,  to  slip 
away  without  making  radical  changes.  It  is  the 
purpose  of  this  chapter  to  suggest  ways  of  approach- 
ing the  problem  of  reorganizing  the  business  meth- 
ods of  a  city.  The  suggestions  here  given  are  the 
result  of  an  experience  of  several  years  in  dealing 
with  the  various  phases  of  research  and  reorganiza- 
tion work  in  cities. 

Cooperation    among    City    Officials    Desirable 

However  desirous  the  chief  financial  officer  of  a 
city  may  be  to  improve  public  business  and  account- 
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ing  methods,  unless  he  is  in  exceptionally  good  cir- 
cumstances and  has  trained  accountants  in  his  office 
available  for  the  work  of  reorganization  he  will  have 
to  obtain  funds  to  employ  the  necessar}'^  expert  help. 
This  means  that  unless  he  is  willing  and  in  a  position 
to  use  his  private  means  he  cannot  proceed  without 
the  cooperation  of  others.  If  he  is  able  to  justify  the 
expenditure  of  public  funds  for  this  purpose  by 
demonstrating  the  need  of  a  reorganization  and  suc- 
ceeds in  obtaining  from  the  appropriating  body  funds 
for  carrying  out  his  plans,  his  course  will  be  clear 
enough.  If,  as  is  frequently  the  case,  however,  he  has 
difficulty  in  persuading  the  "powers  that  be"  of  the 
importance  of  supplanting  antiquated  and  unscien- 
tific methods  with  modern  efficient  methods  he  must 
look  elsewhere  for  moral  and  financial  support  of  suf- 
ficient amount  to  make  a  demonstration. 

Crystallizing  Public  Sentiment 

In  such  cases  he  should  lay  his  plans  before  public- 
spirited  citizens,  the  local  board  of  trade  or  other 
civic  body  performing  similar  functions.  Usually 
the  sympathetic  interest  of  a  few  influential  persons 
can  be  awakened  through  personal  interviews.  If, 
however,  the  official  cannot  arouse  sufficient  interest 
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in  his  program  in  private  interviews  his  procedure 
should  be  to  hold  public  meetings  in  order  to  create 
an  intelligent  public  sentiment  in  favor  of  his  plans. 
If  he  has  sufficient  prestige  he  should  enlist  the  in- 
fluence of  the  local  newspapers  in  behalf  of  his  pro- 
gram. At  one  or  more  public  meetings  he  should  en- 
deavor to  have  present  some  one  from  a  municipal 
research  bureau,  of  which  there  are  now  several 
throughout  the  country,  in  order  that  a  clear  present- 
ment can  be  made  of  what  may  and  what  should  be 
done.  The  official  may  wish  to  choose  as  a  point  of 
attack  one  of  several  aspects  of  the  general  problem. 
A  study  and  reorganization  of  budget-making  meth- 
ods may,  in  his  judgment,  find  ready  support;  or 
the  purchasing  methods  of  the  city  may  require  dras- 
tic revision ;  or  a  reorganization  of  the  accounting 
and  auditing  procedure  may  make  the  strongest  ap- 
peal to  public  sentiment. 

All  of  this  may  not  be  sufficient  to  move  the  coun- 
cil or  other  governing  body  to  appropriate  the  money. 
Usually  where  the  matter  is  properly  presented  and 
the  council  fails  to  act,  public-spirited  citizens  will 
help  make  a  beginning  by  subscribing  private  funds. 
Funds  having  been  pledged,  definite  steps  to  carry 
out  a  program  may  be  taken. 
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Value  of  Local  Advisory  Committees 

It  is  a  good  plan  to  get  a  body  of  citizens  com- 
mitted to  a  movement  of  this  kind  and  to  this  end 
it  is  desirable  to  organize  an  advisory  committee  con- 
sisting of  leading  local  business  men  who  will  stand 
sponsor  for  a  sound  businesslike  plan  to  reorganize 
the  business  and  accounting  procedure  of  the  city. 
The  prestige  of  such  a  committee  will  sometimes  be 
strengthened  by  the  organization  of  a  committee  of 
local  experts.  Such  a  committee  would  serve  as  a 
link  between  the  advisory  committee  and  outside  ex- 
perts, if  they  are  employed. 

Survey  of  Existing  Conditions  and  Study  of 
Requirements 

Whatever  the  point  of  attack  decided  upon,  an  ex- 
pert in  the  particular  work  to  be  undertaken  should 
be  secured.  If  the  accounting  and  business  methods 
are  to  be  overhauled  the  services  of  an  expert  public 
accountant  should  be  engaged.  Only  one  who  has 
had  actual  experience  in  municipal  work  and  who  is 
familiar  with  the  standards  set  by  the  municipal  re- 
search bureaus  should  be  employed,  otherwise  the 
work  will  be  protracted  and  results  will  often  be  un- 
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satisfactory;  too  much  time  may  be  spent  on  non- 
essentials and  vital  points  may  be  overlooked.  As 
the  first  step  is  to  have  a  study  or  survey  of  existing 
conditions  made,  only  the  most  experienced  person 
should  be  called  in  to  make  what  in  medical  par- 
lance would  be  called  a  diagnosis  of  the  case. 

The  scope  of  the  preliminary  study  or  survey  will 
depend  upon  the  end  sought.  A  general  survey 
would  consist  of  a  study  of  the  form  and  structure 
of  organization,  an  analysis  of  the  powers  and  duties 
of  the  various  officers  and  the  methods  of  accounting 
and  business  procedure.  By  the  time  this  survey  is 
completed,  the  investigator  will  be  prepared  to  make 
a  report  containing  criticisms  of  conditions  and 
methods  and  constructive  suggestions  for  correcting 
defects  and  placing  city  business  on  an  efficient 
basis. 

With  this  report  the  official  at  whose  instance  the 
investigation  was  made  is  in  a  position  to  go  before 
the  appropriating  body  and  ask  for  an  appropriation 
to  carry  out  the  recommendations  embodied  therein. 
If  this  body  is  still  unyielding  and  refuses  to  provide 
funds,  the  official  will  be,  as  before,  under  the  neces- 
sity of  procuring  funds  by  private  subscription.  This 
should  not  be  a  difficult  task  in  a  progressive  com- 
munity since  he  now  has  a  concrete  proposition  which 
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will  appeal  favorably  to  enough  persons  willing  to 
provide  the  requisite  funds. 

In  order  to  secure  the  friendly  coop€ration  of  de- 
partment heads  and  their  subordinates  and  the  bene- 
fit of  the  valuable  suggestions  which  they  often 
have  to  offer  it  will  be  worth  while  to  submit  the  in- 
vestigator's report  to  them  for  constructive  criticism. 

Methods  of  Reorganization  and  Installation 

'VMierever  possible,  the  same  person  who  made  the 
preliminary  survey  should  be  selected  to  carry  out 
the  constructive  recommendations  accepted,  for  the 
reason  that  a  stranger  to  the  subject  would  neces- 
sarily have  to  cover  much  ground  that  the  first  inves- 
tigator had  already  covered. 

Installation  of  new  methods  should  be  undertaken 
by  easy  stages,  so  that  there  will  not  be  too  much 
interference  with  the  routine  of  business  and  so  that 
employees  will  not  become  too  confused  and  their 
sympathetic  interest  repelled  by  being  required  to  do 
too  much  extra  work  while  the  installation  is  in  prog- 
ress. If  too  much  is  attempted  at  one  time  there  is 
danger  of  the  business  machinery  breaking  down.  If 
this  happened  it  would  practically  discredit  the  con- 
structive program,  and  the  damage  would  be  difficult 
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to  repair.  For  example,  if  a  system  of  issuing  requi- 
sitions, orders,  and  contracts  and  the  means  of  prop- 
erly recording  them  so  as  to  bring  them  under  ac- 
counting control  were  to  be  installed  it  would  be  best 
to  get  these  processes  in  some  kind  of  working  order 
before  attempting  other  features  relating  to  expendi- 
tures. While  this  work  is  going  on,  however,  it  will 
be  quite  feasible  to  start  some  of  the  processes  on  the 
revenue  side,  since  there  will  usually  not  be  much  in- 
terference in  these  two  phases  of  business  procedure.. 
Especially  important  is  it  that  instructions  in  respect 
to  the  new  procedure  be  definitely  and  succinctly 
stated  so  as  to  be  easily  comprehensible  by  those  who 
are  called  upon  to  follow  it. 

When  all  persons  concerned  have  become  accus- 
tomed to  the  new  procedure  relating  to  orders  and 
contracts,  work  may  be  begun,  for  example,  on  re- 
vising the  method  of  vouchering  claims  and  recording 
them,  and  while  this  is  in  progress  the  work  of  orga- 
nizing a  general  ledger  system  of  controlling  accounts 
may  be  taken  up.  By  thus  conducting  the  reorgani- 
zation by  units  and  by  easy  stages  and  then,  when 
each  unit  is  firmly  established,  knitting  them  together' 
into  a  complete  whole,  a  trustworthy  system  and  an 
efl^cient  organization  may  be  established. 

The  person  entrusted  with  the  installation  or  re- 
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organization  work  should  so  far  as  possible  devote 
his  time  continuously  to  it  until  it  is  completed  and 
until  it  can  safely  be  turned  over  to  the  regular  staff, 
one  of  the  reasons  for  this  being  that  questions  will 
constantly  arise  which  only  he  can  settle.  In  the 
progress  of  the  work  he  should  seek  and  receive  the 
sympathetic  cooperation  of  each  person  who  is  af- 
fected b}^  the  reorganization,  and  as  far  as  possible, 
important  steps  should  be  taken  only  after  they  have 
been  agreed  upon  in  conferences  held  with  division 
heads  and  approved  by  the  chief  financial  officer. 

Partial  Reorganization  Not  Effective 

Although  it  is  suggested  that  a  beginning  be  made 
in  a  reorganization  movement  by  taking  up  as  a  point 
of  attack  one  of  several  phases  of  the  general  prob- 
lem, such  as  budget-making,  accounting  and  report- 
ing, purchasing  and  control  of  supplies,  etc.,  it 
should  be  understood  that  these  several  matters  are 
so  interrelated  that  there  is  only  a  limited  value  in 
reorganizing  one  of  them  to  the  exclusion  of  the 
others.  Budget  revision  cannot  be  permanently  ef- 
fective unless  a  proper  method  of  accounting  is  es- 
tablished, since  it  is  the  latter  which  is  depended  upon 
to  furnish  the  data  and  experience  upon  which  to 
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base  a  scientific  budget.  A  well-conceived  system  of 
accounting  takes  cognizance  of  the  need  for  a  proper 
classification  and  record  of  functional  expenses,  work 
and  job  costs,  units  of  work  or  service  performed,  as 
well  as  means  of  controlling  the  custodianship  of  ma- 
terials and  supplies  and  accounting  for  their  distribu- 
tion. Methods  of  purchasing  determine  the  relative 
value  of  supplies  which  enter  into  the  cost  of  work 
and  service  performed,  and  standardization  of  sup- 
plies and  salaries  is  also  directly  related  to  the  cost 
of  government. 

If  a  revision  of  accounting  methods  is  undertaken 
first,  a  revision  of  budget-making  methods  must  neces- 
sarily follow,  since  no  interested  person  will  be  satis- 
fied with  a  budget  which  does  not  give  specific  infor- 
mation as  to  public  functions  to  be  performed  and 
the  amounts  provided  to  meet  the  cost  thereof,  par- 
ticularly when  data  respecting  the  cost  of  the  various 
functions  in  the  past  are  to  be  obtained  from  the  ac- 
counting records  thus  established. 

Manual  of  Business  and  Accounting  Procedue« 

When  the  installation  of  new  methods  has  been 
completed  it  is  very  important  to  have  a  detailed  de- 
scription of  it  made  with  illustrations  of  books,  forms 
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and  reports,  together  with  arguments  for  the  basic 
principles.  This  description  should  be  printed  in 
book  form  and  each  city  employee  affected  by  the  new 
system  should  have  a  copy  for  reference  and  guid- 
ance. The  value  of  such  a  compilation  lies  in  the  fact 
that  the  details  of  procedure  are  thus  definitely  fixed 
and  protected  from  deterioration  and  arbitrary 
change  at  the  hands  of  persons  with  ulterior  mo- 
tives or  of  those  who  would  make  changes  out  of  mere 
caprice  or  without  a  full  understanding  of  the  effect 
of  changes  upon  the  system  as  a  whole.  It  should 
contain  a  provision  that  no  substantial  change  shall 
be  made  in  the  prescribed  procedure  unless  the  rea- 
sons therefor  and  the  details  of  the  proposed  change 
be  set  forth  in  writing  and  approved  by  competent 
authority.  When  possible  a  well  tried  out  procedure 
may  be  promulgated  as  an  ordinance  by  the  legisla- 
tive body. 

Periodical  Examinations 

As  a  means  of  insuring  continuous  conformity  to 
the  authorized  procedure  it  is  a  good  plan  to  have 
the  accounts  audited  and  the  procedure  inspected 
periodically,  once  or  twice  a  year,  by  a  competent 
representative  of  the  comptroller's  office  or,  if  neces- 
sary, by  an  outside  accountant.     In  addition  to  es- 
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tablishing  the  integrity  of  the  accounts  (if  they  are 
correct)  such  an  inspection  will  determine  not  only 
whether  the  procedure  is  being  scrupulously  followed, 
but  will  afford  the  examining  accountant  an  oppor- 
tunity to  suggest  modifications  or  improvements 
which  may  be  needed  as  conditions  change  with  the 
lapse  of  time. 

In  this  relation  it  may  be  of  interest  to  quote  from 
a  letter  received  by  the  Metz  Fund  from  the  comp- 
troller of  a  large  New  England  city.  He  writes: 
"We  are  having  an  audit  conducted  in  this  city  of  the 
comptroller's  records  and  of  other  department  rec- 
ords in  so  far  as  they  relate  to  the  comptroller's  rec- 
ords. Some  criticism  has  arisen  as  to  the  need  of 
such  a  step,  some  maintaining  that  it  is  an  audit  of 
the  auditor  and  that  there  should  be  no  need  for  such 
a  proceeding.  While  I  do  not  expect  you  to  decide 
a  controversy,  yet  I  consider  that  a  talk  on  such  a 
subject  would  be  of  interest  to  citizens  and  officials 
throughout  the  country." 

It  is  true  that  many  persons  not  concerned  with 
the  active  management  of  business  do  not  see  the 
necessity  of  an  independent  audit  made  by  an  out- 
sider. But  the  experience  of  thousands  of  enterprises 
has  so  conclusively  demonstrated  the  wisdom  of  such 
a  procedure  that  the  subject  is  no  longer  debatable. 
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A  large  proportion  of  well-conducted  private  con- 
cerns, even  though  their  regular  office  staff  includes 
an  auditor  or  a  comptroller,  have  periodical  exami- 
nations of  their  accounts  made  by  professional  audi- 
tors and  the  proportion  is  constantly  increasing. 
They  have  learned  that  the  moral  effect  of  an  audit 
on  the  office  staff  is  salutary ;  that  many  a  man  who, 
if  left  to  his  own  devices  might  misappropriate  funds 
and  falsify  the  accounts  to  conceal  the  misappropria- 
tion, would  absolutely  be  deterred  from  so  doing  if 
he  knew  that  an  audit  of  the  accounts  would  be  made 
which  would  mean  exposure.  Even  the  employee  who 
does  not  have  the  handling  of  funds  will  do  his  work 
better  if  he  knows  that  he  may  be  criticized  by  an 
outsider. 

The  inside  auditor  from  too  close  contact  loses  his 
ability  as  well  as  his  disposition  to  criticize,  hence 
the  outside  auditor  is  needed  to  supply  essentials. 
The  professional  accountant,  moreover,  by  reason  of 
his  contact  with  the  affairs  and  problems  of  many 
widely  different  concerns  is  in  a  position  to  make  val- 
uable suggestions  as  to  the  accounting  methods,  orga- 
nization, and  business  policies  of  his  client,  and  such 
service  has  frequently  bridged  the  gap  between  failure 
and  success.  The  need  for  independent  audits  is  even 
greater  in  public  business  where  tenures  of  office  are 
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frequently  of  short  duration  and  where  there  are  not 
the  same  influences  at  work  which  make  for  strict 
accountabihty  in  private  business.  Such  systematic 
audits  of  municipal  accounts  should  be  made  by  a 
properly  equipped  state  department. 

Continuous  Supervision  Necessary 

Another  provision  which  is  calculated  to  insure 
continuity  in  established  methods  and  procedure  is 
that  which  requires  that  all  orders  for  the  purchase 
of  accounting  forms  and  account  books  be  passed 
upon  by  the  person  having  general  supervision  of  the 
accounting  system  to  make  sure  that  the  forms  so 
ordered  conform  in  every  respect  to  the  procedure  in 
the  manual  above  suggested. 

In  all  cities  over  a  certain  population,  say  30,000, 
it  will  usually  pay  to  head  the  permanent  staff  with 
an  expert  on  accounting  and  business  methods.  Upon 
this  person  will  devolve  the  responsibility  for  seeing 
that  the  methods  adopted  are  being  carried  out  in  ac- 
cordance with  the  original  plans,  of  improving  meth- 
ods both  in  new  fields  and  in  present  procedure,  and 
of  keeping  the  city  abreast  of  the  best  methods  which 
are  continually  being  developed  in  other  cities  slb 
Well  as  in  private  business. 
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Actual    Experience    of    Cities 

In  order  to  give  point  to  the  suggestions  herein 
made,  it  may  be  interesting  to  narrate  the  events 
which  led  to  the  taking  of  definite  action  by  a  city 
which  has  reorganized  its  business  practices  and  ac- 
counting methods.  The  experience  of  Montclair, 
N.  J.,  which  has  also  reorganized  its  accounts,  is 
given  in  Chapter  XIII. 

New  York — At  the  time  the  budget  for  1907  was 
under  consideration  it  was  proposed  that  the  budget 
of  the  department  of  health  be  reclassified  and  that 
the  principle  of  functional  segregation  be  adopted  in 
the  preparation  of  departmental  budgets  of  the  city. 
At  the  suggestion  of  the  comptroller  this  principle 
was  formally  accepted  by  the  board  of  estimate  and 
apportionment  at  a  meeting  held  in  October,  1906, 
when  the  budget  for  1907  was  passed. 

In  the  resolution  adopting  this  principle  the  board 
requested  the  comptroller  to  provide  suitable  forms 
for  setting  up  segregated  budgets  for  all  depart- 
ments the  following  year.  Meanwhile  the  study  of 
the  department  of  health  was  continued  and  a  plan 
recommended  for  the  reorganization  of  its  accounts 
and  statistical  records,  in  order  that  there  might  be 
a  basis  for  setting  up  future  budgets  without  special 

[202] 


EXPERIENCE    OF    NEW    YORK    CITY 

investigation  and  analysis  of  expenditures  each  year. 

Owing  to  the  limitations  of  the  comptroller's  staff 
he  was  unable  to  comply  with  the  resolution  of  the 
board  of  estimate  and  apportionment  to  prepare  func- 
tional budgets  for  the  other  departments.  The  Bu- 
reau of  Municipal  Research  volunteered  its  coopera- 
tion and  assistance  and  work  was  begun  in  several  of 
these  departments  similar  to  that  done  in  the  depart- 
ment of  health.  In  each  case  it  was  clear  that  to 
make  a  segregated  budget  practical  in  subsequent 
years  it  would  be  necessary  to  devise  and  install  a 
system  of  expenditure  accounts  which  would  classify 
the  expenses  of  the  departments  according  to  func- 
tional activities.  In  collaboration  with  the  comp- 
troller's office  complete  accounting  systems  for 
several  of  the  largest  departments  were  devised  and 
installed. 

With  these  systems  in  operation  it  was  soon  found 
that  the  central  accounting  system  of  the  comptrol- 
ler's office  was  not  designed  to  furnish  control  over 
departmental  accounts  and  that,  moreover,  it  was  not 
of  such  character  as  to  meet  the  requirements  of  the 
charter.  Thereupon  the  Bureau  of  Municipal  Re- 
search was  requested  to  make  a  study  of  the  organi- 
zation and  accounting  methods  of  the  department  of 
finance  and  to  report  to  the  comptroller  with  recora- 
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mendations  as  to  the  changes  needed  to  enable  the 
department  fully  to  perform  its  charter  powers  and 
duties. 

Upon  receiving  this  report  the  comptroller  began 
to  take  steps  to  carry  out  its  recommendations, 
which  had  been  submitted  to  and  approved  by  sev- 
eral of  the  leading  firms  of  certified  public  accoun- 
tants in  New  York  City. 

The  comptroller  first  set  about  to  organize  an 
installation  staff  for  which,  as  a  beginning,  he  re- 
cruited twelve  specially  qualified  accountants  from 
the  offices  of  leading  accounting  firms  in  New  York. 
This  staff  in  collaboration  with  the  Bureau  of  Mu- 
nicipal Research  immediately  began  working  out  the 
details  of  a  comprehensive  system  of  accounting  and 
reporting  which  would  embrace  not  only  the  comp- 
troller's department  but  every  one  of  over  a  hun- 
dred departments  throughout  the  city. 

As  this  work  progressed  numerous  conferences 
were  held  with  a  committee  composed  of  financial  ex- 
perts and  accounting  officers  of  some  of  the  largest 
private  corporations  in  the  country  having  offices  in 
the  city.  At  these  conferences  principles  of  revenue 
and  expenditure  control,  accounting  procedure,  forms 
of  reports,  etc.,  were  discussed  and  agreed  upon. 
After  the  installation  had  been  in  progress  about  a 
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year  the  Chamber  of  Commerce,  at  the  suggestion  of 
the  comptroller,  appointed  a  committee  consisting  of 
one  of  its  financial  experts  and  two  others,  members 
of  two  accounting  firms  in  the  city,  to  make  an  ex- 
amination of  the  working  of  the  system  which  was 
being  installed.  After  a  thorough  study  this  com- 
mittee fully  endorsed  the  work  that  had  been  done  and 
the  general  plan  upon  which  the  comptroller  was  pro- 
ceeding. 

In  this  way  the  comptroller  protected  the  city  at 
each  stage  against  committing  it  to  any  program  of 
revision  which  would  not  be  sanctioned  by  the  best 
practices  in  modem  business.  The  result  is  that  New 
York  City  has  in  process  of  installation  a  system  of 
business  and  accounting  procedure  not  second  to 
that  of  the  most  efficiently  managed  private  enter- 
prise in  the  country. 


CHAPTER  XIII 

THE    COST    OF    OBTAINING    COMPLETE    AND    AC- 
CURATE   INFORMATION 

One  of  the  objections  usually  urged  against  sup- 
planting antiquated,  unsystematic,  and  ineffective 
methods  of  obtaining  information  about  public  busi- 
ness is,  "The  cost  would  be  prohibitive".  When 
asked  if  information  may  be  regularly  produced,  the 
answer  is,  "Yes,  if  the  city  wishes  to  pay  for  it"  or, 
'*If  council  will  appropriate  for  additional  sal- 
aries. We  are  now  keeping  all  the  accounts  and 
making  all  the  reports  possible  with  the  present 
staff". 

Experience  has  proven  that  it  is  so  expensive  for 
a  city  to  get  along  without  complete,  accurate,  and 
prompt  statements  of  facts  about  its  business  that 
it  cannot  afford  to  get  along  without  them  at  any 
cost.  But  the  criterion  of  an  accounting  system  is 
complete,  accurate,  and  prompt  information  at  the 
lowest  possible  cost.  Accepting  this  criterion  an 
accounting  and  reporting  method  has  been  devised 
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which  reduces  the  work  to  the  lowest  possible  cost 
compatible  with  accuracy  and  completeness.  The 
method  which  has  been  described  in  the  preceding 
chapters  is  one  which  assumes  that  every  transaction 
shall  be  recorded  on  a  document,  such  as  an  "order", 
an  "invoice",  a  "voucher",  etc.,  and  that  from  the 
document  there  will  be  an  entry  into  an  account 
which  represents  the  most  detailed  analysis  required 
for  any  regular  reporting  purpose.  This  is  the 
only  detailed  entry  required.  For  the  purpose  of 
proving  the  accuracy  of  the  detailed  postings  the 
documents  themselves  are  totalized  and  posted  to  a 
general  ledger  which  serves  the  purpose  of  control 
over  subsidiary  books  of  accounts  and  carries  all 
the  accounts  necessary  to  produce  a  complete  bal- 
ance sheet.  In  case  any  intermediate  analyses  are 
required  these  would  be  produced  by  a  grouping  of 
the  items  in  the  statements  made  from  the  most  de- 
tailed accounts. 

As  an  illustration  of  the  practicability  and  utility 
of  such  a  system  applied  to  the  smaller-sized  cities 
and  towns,  and  in  order  to  show  what  information 
may  be  produced  for  a  town  by  one  bookkeeper,  the 
financial  statements  and  supporting  schedules  of 
the  town  of  Montclair,  N.  J.,  as  of  July  31,  1912, 
are  attached  hereto: 
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I  Asset  iuui  Liability  Balance  Sheets  and  Current 

Operation  Account  (Exliibit  S9)  : 

1  Greneral    or    Current    Account    Balance    Sheet, 

supported  by  Schedules  ^^V  to  ^*E'' 

2  Capital  Account   Balance   Sheet,  supported  by 

Schedules  *T"  to  ^'H'' 

8  Trust  Fund  BiUiUice  Sheet,  supported  by  Sched- 
ule -I" 

4  Current  Operation  Account,  supported  by 
Schedules  *'J"  to  ^T" 

II  Fund  BjiJance  Sheets  (Exhibit  30): 

1  Appropriations,    supported    by    Schedules 

"Q"  and  "R" 
^  Bond  Funds,  supported  by  Schedule  "S" 

On  the  face  of  these  statements  and  schedules 
there  appear  brief  explanatory  remarks,  which,  it  is 
thought,  will  serye  to  answer  some  questions  which 
may  arise.  As  has  been  said,  tlie  books  of  account, 
from  which  have  been  produced  all  of  the  statements 
and  schedules  referred  to  aboye,  are  kept  by  one 
clerk.  For  the  purpose  of  placing  before  him  the 
exact  entries  to  be  made  in  order  to  properly  record 
any  transaction  affecting  the  general  account,  a 
chart  of  general  ledger  entries  (Exhibit  31)  was 
prepared.      Eyery   action   which  it  was   possible  to 
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foresee  was  shown  on  the  chart  with  the  title  of  the 
record  in  which  the  information  would  he  found. 
Certain  of  these  actions  occur  daily  or  monthly,  such 
as  the  registration  of  vouchers,  receipt  or  payment 
of  cash,  etc.,  while  others  occur  at  infrequent  inter- 
vals, such  as  the  confirmation  or  cancellation  of  as- 
sessments, levying  of  taxes,  etc.  If  frequent  bond 
issues  are  made,  a  similar  chart  should  be  prepared 
to  show  the  entries  necessary  to  record  capital  ac- 
count transactions. 

Not  only  does  this  one  clerk  keep  the  books,  but,  to 
guarantee  accuracy,  the  subsidiary  records  are  bal- 
anced and  proved  to  the  general  ledger  controlling 
accounts  shown  on  the  balance  sheet  every  month. 
This  also  insures  promptness  of  reporting  such  facts 
as  are  desired.  This  one  man  draws  off  and  submits 
to  the  council  at  the  first  meeting  in  each  month 
statements  of  appropriation  and  bond  fund  bal- 
ances, as  per  schedules  "Q"  and  "S"  herewith.  He 
also  prepares  balance  sheets,  detailed  expense  state- 
ments, and  other  further  details  promptly  when 
called  for  by  administrative  officials  or  citizens. 

While  this  may  seem  incredible  to  many  who  have 
not  had  experience  with  a  systematic  handling  of 
accounts,  the  experience  of  Montclair  is  only  a  repe- 
tition  of   the   experience    of  every   office   where   the 
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COST  OF  ACCURATE  INFORMATION 

method  has  been  applied.  It  is  not  claimed  that 
complete  information  can  be  produced  with  the  same 
labor  as  no  information.  Usually,  however,  every 
transaction  is  recorded,  but  in  such  a  way  that  only 
one  statement  may  be  produced.  When  another 
statement  of  facts  is  desired  then  the  data  must  be 
reanalyzed.  The  usual  result  is  that  incomplete  and 
inaccurate  information  is  produced  after  much  delay 
at  a  higher  cost  than  would  be  necessary  to  produce 
complete,  accurate  information  promptly. 


THE   TOWN   OF   MONTCLAIK,   N.   J. 


Asset  and  Liability  Balance  Sheet— July  31,  1913 
GENEBAL   ACCOUNT 


Other  officials,  petty  cash  and  adv; 
payrolls  (Schedule  "A") 


SU,8'19.23 
5,195,00 


Liabilities  and  Beserves 


Wa 


1  treasurer. 
ID  adv, 


29,466.37 


Assessments  receivable  {Schedule  "C'"')'. .'.'..'. 

Advances: 

Local  improvements  (Schedule  *'  D  ") $98,442  ! 


26,661.59 

20,90 

38.351.26 


Id  suspense  (Schedule  "E"). 


Accounts  payable  (title  searches) 

nporary  loans  (note  pavable) .  . 

receivable.  ..'.'.'.['.'.'.'.'.'.'. 
t  obligations  outstanding) 


(not  needed  to  i 
Surplus: 


$85,853.20 
25,000.00 
18,841.48 


Less:     Excess    of    espei 

^(s.e  below) "^ 

Transfer  to  trust  fund . 


$110,638.23 


Assets 

s  held  by  the  Coi 


CAPITAL  ACCOUNT 
Permanent  Fund.?,  Propertli  ^  and  Banded  Debt 


Cash: 

Treasurer . 

'■'"Vu'nVcS'eS'^'K.''.':  "■^'''"°."°'"■°°".'.•''  "■'  ^'""'"^ 
Lands,  buildings  and  equipment  (Schedule  "G"). 


Liabilities  and  Beserves 


Warrants  dri 

r  for  retirement  of  bonded  debt. 


londed  debt   (Schedule  "H"): 

School  ^bonds $715,000.00 

■"  ■  380,000.00 


General   bonds, 
plus:     Funds,  propertie; 


nd  equipment  provided  for  out  of 


TBUST  FUKDS 


Liabilities  and  Reserrcs 

ants  drawn  on  treasurer 

;ve  for  trust  funds   (Schedule  "I"*)- 

■curity  deposits. 


Police  pension  fund. 


CURRENT  OPEBATION  ACCOUNT 


Police   Department   (Schedule  "K") 

Fire  Department   (Schedule  "L") 

Shade  Tree  Commission  (Schedule  "M"). 
Poor  Department  (Schedule  "N"). 


Taxes,  levy  of  1912  (doe 

October) 

Miscellaneous  (Schedule  ' 


$28,373.19 
233,943.07 


•  Up  to  October,  when  the 


Thereafter  the  surplu: 


SCHEDULE  "A" 

THE  TOWN  OF  MONTCLAIE,  N. 

Cash— other  Officials— July  31, 1912 


J. 


Chief  of  Police $       50.00 

Overseer  of  Poor 75 .  00 

President,  Shade  Tree  Commission 400 .  00 

Town  Clerk 100.00 

Town  Supervisor 4.500.00 

Total $5,125.00 

The  town  supervisor  acts  in  the  capacity  of  disbursing  oflScer. 
To  enable  him  to  meet  payrolls  promptly,  advances  are  made  for 
which  he  renders  an  account,  supported  by  vouchers  in  the  form 
of  receipted  payrolls.  The  account  current  when  audited  serves 
as  a  voucher  for  reimbursement  of  the  cash  fund  in  the  hands  of 
the  supervisor. 

SCHEDULE  "B»» 

THE  TOWN   OF  MONTCLAIR,  N.   J. 
Taxes  Receivable — July  31, 1912 


Taxes — 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 
Levy  o 


$         3.26 

3.25 

6.60 

. 3.08 

168.48 

516.80 

590.58 

887.80 

902 1,164.80 


894. 
895, 
896, 
897, 
898, 
899, 
900, 
901, 


903. 
904. 
905. 
906. 
907. 
908. 


144.00 

280.34 

274.80 

189.00 

339.10 

463.50 

909 2,780 .  15 

910 3,391.15 

911 19,112.67 

Total $30,319.36 

The  balances  of  uncollected  taxes,  above  shown,  are  carried  in 
a  subsidiary  ledger  and  are  supported  in  detail  by  items  on  tax 
rolls,  which  prove  to  the  general  ledger  account.  The  tar  rolls 
are  kept  in  the  office  of  the  town  collector. 
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SCHEDULE  "€»• 
THE  TOWN  OF  MONTCLAIR,  N.   J. 

Assessments  Receivable — July  31, 1913 


County  road $       86 .  29 

Grove  street,  main  sewer 3,861 .  42 

Lateral  sewer 6,696 .  24 

Shade  tree 3,630.23 

Sidewalk. 1,251 . 20 

Snow  and  ice 2,222 .  93 

Storm  sewer 504 .  00 

Street  openings  and  improvements 1,457.47 

$19,709.78 

Main  and  outlet  sewer $16,261 .  52 

Upper  Montclair,  main  sewer 2,379 .  96 

18.641.48 

Total $38,351 .  26 

This  schedule  represents  the  total  uncollected  for  each  class  of 
improvements.  These  accounts  are  kept  in  the  central  office  by 
the  general  bookkeeper.  The  individual  assessment  lists  are 
kept  in  the  office  of  the  town  collector  and  prove  with  the  above 
balances. 
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SCHEDULE  "D'» 
THE  TOWN  OF  MONTCLAIB,   N.  J. 

Advances  for  Local  Improvements — July  31, 1912 

Alexander  Avenue  storm  sewer $       21 .75 

Bay  Street  change  of  grade 38 .  30 

Bay  Street  main  sewer 5  .  40 

Bloomfield  Avenue  repaving 5,653.04 

Bloomfield  Avenue  sewer  connections. . . .  1,132.82 

Brookfield  Road  walk 15.86 

Cedar  Avenue  walk 203 .  93 

Central  Avenue  macadam  (sides) 31 .64 

Chestnut  Avenue  and  Pine  Street  storm 

sewer 28.00 

Claremont  Avenue  macadam  and  gutter.  1,310.81 
Claremont  Avenue  and  Pine  Street  storm 

sewer 112.96 

Cooper  Avenue  curb  and  gutters 956.28 

Cooper  Avenue  macadam  (side) 29.42 

Essex  Avenue  opening 5,915  .  56 

Grant  Street  lateral  sewer $     49 .  17 

Grant  Street  opening 387.00 

Greenwood  Avenue  storm  sewer 30.58 

Greenwood   Avenue   and    Walnut   Street 

storm  sewer 21 .  00 

Grove  Street  change  of  grade 42 .  30 

Grove  Street  storm  sewer 688 .78 

Haddon  Place  macadam  and  curb 38.96 

Haddon  Place  walk 616 .  90 

High  street  concrete  walk 254 .  32 

Highland  Avenue  extension 798.50 

Highland  Avenue  storm  sewer 37 .  50 

Irving  Street  walk 16.12 

Jerome  Place  curb  and  gutter 16.12 

Lateral  sewer  construction 2,964 .  19 

Llewellyn  Road  storm  sewer 381 .  29 

Lorraine  Avenue  walk 194 .  76 

Macopin  Avenue  change  of  line 31 .  00 

Madison  Avenue  walk 72.68 

McDonough  Street  storm  sewer 11 .  00 

McDonough  Street  walk 239.05 

North  Fullerton  Avenue  lateral  sewer. ...  48 .  58 

North  Sunset  Park  Road  lateral  sewer. . .  28.90 

North  Willow  Street  concrete  walk 13.40 

Forward $19,375.93      $3,061.94 
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SCHEDULE  "  D  "  (Continued) 
THE   TOWN   OF   MONTCLAIR,   N.   J. 

Advances  for  Local  Improvements— July  31, 1913 


Dr.  Cr. 

Forward $19,375.93      $3,061.94 

Orange  Road  repaying,  grading  and  curb- 
ing Elm  Street  North 23 .  40 

Orange  Road  repaying,  grading  and  curb- 
ing Elm  Street  South 22 .  88 

Pine  Street  yacation 108 .  18 

Pleasant  Ayenue  walk 176 .  93 

Plymouth  Street  storm  sewer 1,186.36 

Prospect  Ayenue  walk 27 .  84 

Sherman  Street  opening 130 .  12 

Smith  Avenue  opening 2,098 .  05 

Stonebridge  Road  opening 218.24 

Storm  water  sewer  construction 699.43 

Summit  Ayenue  Telford  curb  and  gutters .  2,121 .  02 

Tichenor  Place  grading 7 .  72 

Undercliff    Road    and    Eagle    Rockway 

storm  sewer 2,029 .  56 

Upper  Mountain  Ayenue  repaying 50.00 

Upper  Mountain  Ayenue  repaying,  Clare- 

mont  Ayenue  North 22 .  88 

Upper  Mountain  Ayenue  repaying,  Clare- 

mont  Ayenue  South 22 .  36 

Walnut  Street  storm  sewer 20 .  54 

Warfield  Street  lateral  sewer 2,294 .  90 

Warfield  Street  opening 1,939 .  03 

Warfield  Street  storm  sewer 65.00 

Warfield  Street  walk,  curb  and  gutter.  .  .  68.96 

Warren  Place  opening 193 .  48 

Willowdale  Ayenue  walk 16 .  38    

Total  advances,  not  yet  assessed.  .  . .  $32,212.04 

$3,769.09 
Less:    Assessments  levied  in  excess  of 

advances  to  date 3.769.09 

Balance $28,442.95 

The  current  vouchers  drawn  for  cost  of  local  improvements  are 
met  by  advances  from  the  general  fund  surplus  instead  of  being 
financed  by  borrowing.  After  each  project  is  completed  an 
assessment  is  made  for  the  total  cost,  an  entry  then  being  made 
setting  up  the  assessment  and  liquidating  the  advance.  When 
the  assessments  are  collected  the  general  fund  cash  is  reimbursed 
and  the  assessment  account  correspondingly  reduced. 
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SCHEDULE  "E'» 

THE  TOWN   OF  MONTCLAIR,   N.   J. 

Advances  In  Suspense — July  31, 1913 


Bloomfield  Township $     619.60 

Sewage  disposal  plant 2,568 .  40 

Total $3,188.00 

These  are  special  advances  paid  out  of  general  fund  revenues, 
which  may  or  may  not  be  liquidated  by  assessments  or  funded 
by  the  issuance  of  bonds. 


SCHEDULE  "F»» 

THE  TOWN  OF  MONTCLAIB,  N.  J. 

Cash  and  InTestments  Held  by  the  Commissioners 
of  the  Sinking  Fund 


Cash: 

In  bank $     8,497.79 

Investments: 

Sewer  bonds  (Montclair,  N.  J.) •  . .       $59,000.00 
Town  bonds.  School  District  No.  8 

(Montclair,  N.J.) 27,500 .  00 

Town  School  Bonds  of  1909  (Mont- 
clair, N.  J.) 20,000.00 

106,500.00 


ToUl $114,997 .  79 
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SCHEDULE  "G" 

THE  TOWN  OF  MONTCLAIB,   N.   J. 

Lands,  Buildings  and  Equipment — July  31, 1912 


Real  estate  and  town  property $340,313.02 

Public  parks 136,745 .  74 

Fire  houses  and  land 73,913 .  95 

Special  improvement  (schools) 8,000 .  00 

Montclair  Heights  School 3,750 .  00 

Central  heating  plant  (schools) 37,500 .  00 

Cedar  Avenue  School 82,000 .  00 

Maple  Avenue  School 28,000 .  00 

Watchung  Avenue  School 41,000.00 

Mt.  Hebron  School 2,843.75 

Hillside  Avenue  School 222,186 .  39 

Portable  school  buildings 8,000 .  00 

Lorraine  Avenue  School 131,300 .  00 

School  furnishings 24,500.00 

Heating  improvements  (schools) 27,250 .  00 

Grove  Street  School 25,000 .  00 

Edgemont  Avenue  School  lot 22,000 .  00 

Burgess  Lot  (school) 14,250 .  00 

Total $1,228,552.85 

A  new  inventory  of  the  town  property,  compiled  by  a  com- 
mittee appointed  by  the  mayor  under  the  authorization  of  the 
council  is  at  present  being  considered  by  the  finance  committee 
of  the  council.  When  action  has  been  taken  by  the  council  the 
above  schedule  will  be  superseded. 
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SCHEDULE  "H" 

TEffi  TOWN  OF  MONTCLAm,  N.  J. 

Bonded  Debt— July  31,  1912 


School  Bonds: 

Town  bonds,  issue  of  School  District  No.  8,  due 

May  1,  1913 $27,500.00 

Town  bonds,  Watchung  Avenue  School,  serial 

due  July  1,  1913 1,000.00 

Township  School  District  No.  10,  serial,  $1,000 

per  annum,  November  1,  1912,  to  November 

1,  1921 10,000.00 

Town  bonds,  School  District  No.  8,  renewals, 

due  July  1,  1932 100,000.00 

Town  school  funding  bonds,  due  November  1, 

1938 14.>,000.00 

Town  school  bonds,  due  May  1,  1939 291,250.00 

Town  school  funding  bonds,  due  February  1, 

1941 66,000.00 

Town  school  bonds,  due  October  I,  1941....         74,250.00 

$716,000. 00 

GxNEBAL  Bonds: 

Township  railroad  bonds,  serial,  $15,000  per  an- 
num,  November   1,   1912,  to  November  1, 

1918 $105,000.00 

Town  fire  house  bonds,  due  April  1,  1921..  ..  40,000.00 

Town  fire  house  bonds,  due  February  1,  1929.  85,000.00 

Town  park  bonds,  due  June  30,  1931 100,000.00 

Township  of  Montclair,  tewer  bonds,  due  May 

1,  1913 100,000 .  00 

880, 000 .  00 

Total $1,096,000.00 
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SCHEDULE  "K" 
THE   TOWN   OF  MONTCLAIE 

Department  or  Offlc      POLICE 

Beport  of  expenses  for  the  Month  ended  July  31,  1913,  ai  I  arcumulated  totals  to  date  for  the  current  year,  with 
comparative  totals  for  corresponding  period  last  year,  showing  i  ■  reases  and  decreases  and  average  costs  per  month  this 
year  to  date  and  for  the  corresponding  period  last  year  and  for  tb   lutire  period  last  year. 


Roundsmen  and  pat 

Chancemen 

Back  pay  of  patrolii 


Bent  of  telephone  syste: 


Coal.. 
Gas.. 
Electri 


,  printing  and  papers. 


Miseellaneous  supplies  and  expenses. 

Haek  and  aulo  llire 

Chief's  contingent  expenses,  etc... 


Total  Cost 

jr  6   Months 

Ended 

June  30,  1912 


Total  Cost 
tot  7   Monthi 

Ended 
July  31.  191S 


SiOfi.25 
462-00 

1,806.65 
195.00 


<■  columns  are  not  used  at  the  present  time  for  the  reason  that  the 
lieen  in  operation  a  sufficient  length  of  time  to  provide  the  data  re 
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SCHEDULE  "M" 


THE  TOWN  OF  MONTCLAIR 

Department  or  Office— SHADE  TREE  COMMISSION 


Report  of  expenses  for  the  Month  ended  July  31,  1912,  an<I  accumulated  totals  to  date  for  the  current  year,  with 
comparative  totals  for  corresponding  period  last  year,  showing  iiureases  and  decreases  and  average  costs  per  month  this 
year  to  date  and  for  the  corresponding  period  last  year  and  for  tbi'  entire  period  last  year. 


Classification 

Total  Cost 
:or  6  Months 

Ended 

June  30.  1912 

(per  last 

report) 

Cost 
for 

Month 

Total  Cost 
for  7   Months 

Ended 

July  31.   1912 

(current  year 

to  date) 

T„lal  Cost 

(,,.       Months 

Ended 

191 

preceding 

Increase 

Decrease 

Average 
Cost  per 
Month 
Current 
Year 

Average  Cost 
per  Month 
tor  the  First 
....Months 
Preceding 

Average  Cost 

per  Month 

for  Entire 

Preceding 

Year 

$699.90 

585.10 
105.00 
302.49 

754.13 
78.29 
23.83 

86.25 
17.60 
211.76 

10.18 

64.61 
S.OO 

8.96 

12.48 
83.70 
13.28 

766.02 
231.31 

$116.66 
1.92 

$816.02 

587 . 02 
302^49 

1.042.58 
106.79 
31.31 

85.25 
17.60 
392.17 

10.18 

134.87 
12.00 

8,96 

12.48 
33.70 
198.38 

SPEiTlNO: 

Pbdnino: 

28   50 
7.48 

SuDDlies 

Beplacino  Treeb: 

These  columns  are  not  used  at  the  present  time  for 
tijve  not  been  in  operation  a  sufKcient  length  of  time  to 

the  reason  tba 
provide  the  da 

the  accounts 
ta  required  to 

180.42 

R  moviD    dead  trees 

Mulching.  Watering  and  Fertilizing: 

80.26 
9.00 

E  ui   ment  and  tools 

Miscellaneous  Sopplies  and  Expenses: 

rrinting  ana  stationery 

185.10 

Assessment  Work  (Planting): 

231 
1,613 
180 
127 
17 

31 

68 

30 
17 
00 

1.613.58 

180.34 

127.30 

6.32 

20  00 

Btakes  ana  paint 

11.86 

$4,329,80 

82,423  22 
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SCHEDULE  "N" 
THE   TOWN   OF  M  IXTCLABB 

Department  or  Offlf— POOR 

Report  of  expenses  for  the  Month  ended  July  31,  1912,  ati  accumulated  totals  to  date  for  the  current  year,  with 
comparative  totals  for  corresponding  period  last  year,  showing  li  ,r<>ases  and  decreases  and  average  costs  per  month  this 
year  to  date  and  for  the  corresponding  period  last  year  and  for  th    entire  period  last  year. 


C— ...o^ 

Total  Cost 
top  6  Months 

Ended 

June  30.  1914 

(per  last 

report) 

Cost 

for 

Current 

Month 

Total  Cost 
for  7  Months 

Ended 
July  31.  19H 

to  date) 

,.lal  Cost 

f,          Months 

Ended 

., ,191 
receding 

Increase 

Decrease 

Average 
Cost  per 
Month 
Current 
Year 

.\verage  Cost 
per  Month 
for  the  First 
...Months 
Preceding 
Year 

.■Average  Cost 
per  Month 
for  Entire 
Preceding 

$300.00 

690.43 
149   15 
38S.16 

78.50 
9.15 
10.00 

$60.00 
109.05 

$350.00 

OcTDOOR  Relief: 

88 
74 
9 
10 

15 

SO 
60 
IS 
00 

Rent  and  transportation 

64.00 





These  columns  are  not 

ised  at  the  present  time  for  the  reason  that  the  accounts 

Indoor  Relief: 

1.095,41 
148.76 
68.50 

44« , as 

1.537.00 
148.75 
07.08 

ir    litute  com; 

arison. 

N?V!'s°taVeBonrd'Ciiililr 

MiSCELLASEOrS    SuPPI.IEB    A 

en's  Guardians 

«D  Expenses: 

8.6S 

n  ^*t^  V.       

6.00 
6.00 

6.00 
5.00 

Care  ot  cemetery  lot 
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Total  Cost 
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SCHEDULE  **P" 
THE  TOWN  OF  MONTCLAIB,  N.  J. 

Revenues  Mlscellaneoas— July  31, 1912 


Board  of  Health— Fines,  etc $160.00 

Building  permits 737 .  80 

Dog  registration 785 .  00 

Peddlers'  licenses 1,637.50 

Hack  licenses 182.00 

Show  licenses 25 .  00 

Employment  agency  licenses 20 .  00 

Excise  licenses 8,500.00 

Fines  and  penalties 780 .  00 

Interest  on  taxes,  assessments  and  deposits 4,090.98 

Main  and  outlet  and  Upper  Montclair  main  sewer 

assessments  collected 622 .  95 

Miscellaneous  revenue  and  receipts 818.99 

Recording  and  canceling  taxes 151 .88 

Sewer  maintenance 375 .  67 

Tax  searches  by  collector 173 .  81 

D.,  L.  &  W.  Railroad  Company,  damages  in  connec- 
tion with  improvements 6,000 .  00 

Shade  tree  assessments  levied 2,913.38 

Snow  and  ice  removal,  excess  of  assessment  over  cost .  498 .  73 

Total $28,373 .  19 

A  subsidiary  ledger  is  maintained  in  the  oflBce  of  the  bookkeeper 
which  carries  a  separate  account  for  each  of  the  above  items,  the 
aggregate  thereof  proves  to  the  total  of  the  general  ledger  con- 
trolling account  entitled  "Revenues  Miscellaneous." 
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Exhibit  30 

THE  TOWN  OF  MONTCLAIE,   N.   J. 
Fund  Balance  Sheet— July  31,  1913 

Revenues  required  to  be  accrued  tc 

meet 

GENEKAL  FUND  RESOURCES, 

appropriations $478,767 .  36 

APPBOPRIATIONS  AND  RESERVES 

Unexpended   balances  of  appropriation   (Schedule  "Q") 

$894,005.87 

89.460,37 
3,057.77 
85,000.00 

Lnappuea  (ne            1      ^^^  ^^^^- 

Reserve  for  contracts  and  leases 84.807.50 

R              t               a   fs  drawn  in  advane 

)  FINDS 

Unexpended  balances  of  bond  funds  (Schedule  "S") 

»494.568.68 
BONl 

$494,508.08 
$816.38 

Unencumbered  balances $«16.38 

s  at  this  date 
Lssessments  or 

$85.85  !.«0.  over  available  cash.  $19,974.83  (Exhibit  29).      The  demands 

•  This  amount  represents  the  exce 
either  through  coUectious  of  taxes  and 

Sai6.33 
of  immediate  demands  for  cash, 
through  additional  borrowings  o 

1816.38 
must  be  met 

1                        

THE   TOWN  OF 
Appropriation  Balances,  at  clos 

MONTCLAIR 

e  of  business,  July  31 

,  1913 

SCHEDULE  "Q" 

Title  of  Appropbiation 

Appropria- 

Adjusted 

A                 (87) 

Cash    Credits 

and 

Journal 

Adjustments 

B                 (44) 

Total 
Credits 

C         |A  +  B 

Total 

Vouchers 

Riuistered 

(Net) 

D                   (51 

Unexpended 
Balances 

E            ICDl 

Rmebve,s 

Un- 
encumbered 

Authoriza- 

I     "°Te-hi 

Contract 
F            114-15] 

Open   Market 

Order 
G            118-411 

Total 
H        (F-i-  G] 

Incidentals,  Salaries  ot  Officials  and  Clerks 

$1,744, 44 
160.00 
376.07 

S44.600  00 
5.893  84 
3.4^9   15 
9.!I47  40 
;ill.li4l   84 
■2U.49-,41 
14.119  28 
:I7.50S  57 

3..104   10 
40.444  79 

6i785  44 

'     8.196   11 
45.063   13 
l.OOO  00 
70.0no  00 

9.750 
4,400 
14,850 
38.000 
38,000 
34,000 
46,000 
600 
0.900 
S7,500 
Sl.OOO 
5.4.i0 
MOO 
16,093 
58,800 
33,300 

00 
00 

00 
00 

00 
00 
00 
OO 
00 
00 
00 
10 
00 
00 

9.910 

4,576 
14.850 
37,763 
36.000 
44.000 
40.000 
600 

6.900 
37.500 
41,000 

8,363 

00 
67 
00 
44 
00 
00 
00 
00 

00 
00 
38 

4,016 
1,136 
4,904 
1.141 
15,504 

8!491 

10 
54 

40 
59 
74 
43 

""$3(1 

"  6.185 
1,006 

40 

$.36!  66 

1,700.04 

548.00 

0,185  45 

64  60 

1,006.40 

lllOO 
3,404 

9,317 
9,818 
7.485 

54 
78 
40 
14 
44 
43 

$1,700.04 
548.00 

S36.7S- 

Road  Repairs 

64.60 

Fire  Dcpartnient   .' ! !  ! !  ! !  ! ! ! !  ! !  ! !  ! !  ' '  ' " 

Puur  Department— Salary  ot  Overseer 

Pi^or  Kepartment — Supplies  and  Contingencies.  .  . 

3,597 
17,467 
13,784 

1,577 

84 
41 
16 
96 

3.597 
4,686 
5,937 
1.677 

84 
43 
16 
96 

14,671.98 
7,845 . 00 

14,671,98 
7.345,00 

Shade  Tree  Commission 

4,913.38 
1,100.00' 

Free  Pnblic  Library 

16.093 
58.R0O 
33.400 

10 
00 
00 

6,896 
33,736 
34,400 

99 
87 
00 

6.896 
33,736 
34,400 

99 
87 

Board  of  Education    .       . 

4.000.00' 

- 

8587,446.10 

S165.S1' 

»587,060.69 

$493,054  74 

«494,005.87 

844.807,60 

$7,441.65 

$34,049.15 

$461,976,74 

•  Debit  items. 

SCHEDULE  J««B", 

THE  TOWN  OF  MONTCLAIR,  N.  J. 

Unappropriated  Bevenue — July  31, 1912 


Building  permits $737.30 

Dog  registration 785 .  00 

Peddlers'  licenses 1,637 .  50 

Hack  licenses 182.00 

Show  licenses 25 .  00 

Employment  agency  licenses 20 .  00 

Excise  licenses 8,500 .  00 

Fines  and  penalties 780 .  00 

Interest  on  taxes,  assessments,  deposits  and  notes 

payable 3,560.85 

Main  and  outlet  and  Upper  Montclair  main  sewer 

assessments  collected   6,375 .  43 

Miscellaneous  revenue  and  receipts 818 .  99 

Recording  and  canceling  taxes 151 .88 

Tax  searches  by  collector 173 .  81 

Taxes  levied  in  excess  of  requirements  in  1910  and 

prior  years. 12,192.18 

D.,  L.  &  W.  Railroad  Company,  damages  in  con- 
nection with  improvements 6,000 .  00 

Excess  of  assessment  over  cost  of  snow  removal . .  498 .  73 

Total $142,438.67 
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THE   TOWN   OF  MONTCLAER 
Bond  and  Special  &  Trust  Fund  Balancs,  at  close  of  business,  July  31,  1912 


SCHEDULE  "S" 


Title  of  Fdnb 


Chestnut  Street  School  Ejten 


Total 
Vouchers 
Registered 

fNet) 


Balanc 
[C  +  Dl 


»216.32        »«ia.;  $816. 3« 

At  this  elosiog  there  was  only  out   bond  fund  on  the  books. 


itract      Open  Market 
Order 
113-15)0  (1S-«1| 


Total 
IF  +  G] 


Balances  of 
Authoriza- 
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INDEX 

A 

Account.  See  also  Capital  Account;  Consolidated  Account; 
General  Account;  Operation  Account;  Statement  of 
Revenue  and  Expense;  Surplus  or  Deficit  Account. 

cash,  information  to  be  shown  by  each,  179 

forms  and  books  of,  to  be  purchased  under  supervision, 
201 

general  ledger  controlling.    See  Accounts,  Controlling. 
Accountability, 

for  use  of  supplies,  necessity  of,  124 

of  collecting  agents,  for  documents  received,  94 

secured  through  control  of  financial  stationery,  93 
Accountants, 

approval  of  certified  public,  to  reorganization  report,  204 

expert  public,  for  study  of  accounting  and  business  meth- 
ods, 192 

outside  professional,  value  of,  200 

outside,  to  make  periodical  examinations  of  procedure,  198 

trained,  necessary  for  reorganization  work,  190 
Accounting, 

centralized  system  of,  desirable,  122,  134 

for  appropriations  by  showing  unexpended  and  unencum- 
bered balances,  etc.,  116,  186 

for  distribution  of  supplies  and  materials,  necessary,  197 

for  financial  stationery,  monthly,  103 

function  of,  2,  74 

proper  system  of,  requisites  for,  197 

purchase  of  forms  for,  to  be  supervised,  201 

record  of,  information  to  be  given  by,  74 

scientific,  advantage  of,  76 

system  of.    See  System  of  Accounting. 
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INDEX 

Accounting  control, 

established  through  recording  values  of  stores,  134 

how  secured,  101,  118 

installation  of,  for  requisitions,  contracts  and  orders, 
195 

over  revenues,  not  generally  exercised,  93 

to  begin  with  contracts  and  orders,  113 
Accounting  methods, 

manual  of,  197 

need  for,  in  public  business,  74,  188 

need  of  expert  accountant  in  reorganization  of,  192 

proper,  necessary  for  budget  revision,  196 

revision  of,  leads  to  revision  of  budget  making,  197 

steps  in  reorganizing,  ch.  XII. 
Accounts.     See  also  Assessment  Accounts;   Expenditure   Ac- 
counts; Expense  Accounts;  Fund  Accounts. 

accuracy  of,  161 

completeness  of,  160 

municipal,  audit  of,  by  state  department,  201 

nature  of,  how  determined,  75 

necessity  for  proving,  83,  116 

summary,  act  as  controlling  accounts  and  are  supported 
by  subsidiary  records,  51.  See  also  Totals,  Regis- 
tered. 

with  each  concern  from  whom  purchases  are  made,  need 
for,  121 
Accounts,  controlling.    See  also  Control. 

accuracy  and  promptness  secured  by,  in  Montclair,  209 

adjustment  for  stores  on  hand  in,  129 

balance  of,  to  agree  with  balance  of  subsidiary  record,  84 

charged  with  all  purchases,  138 

effect  of  fluctuations  in  prices  in  stores,  131 

for  all  items  of  expense,  84 

for  expenditures,  118 

for  revenues  and  receipts,  102 

for  tools  and  equipment  in  use,  138,  139 
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INDEX 

Accounts,  controlling   (Continued), 

installation  of  system  of,  195 

over  goods  received,  33,  118 

purpose  of,  161 

required  for  trust  funds,  72 

summary  property  accounts  act  as,  51 

unencumbered  balances  and  contingent  liabilities  in  fund 
balance  sheet  operate  as,  38 

when  departments  keep  separate  sets  of  accounts,  122,  134$ 

with  stores,  126,  134 

with  taxes  and  other  revenues,  8 
Accounts,  detail, 

arrangement  in  subsidiary  record  of,  84 

cost  value  of  property  to  be  shown  in,  56 

develop  amount  of  reserve  for  contracts  and  open  orders, 
31 

entries  from  vouchers  in,  32 

for  expenses  to  be  classified  and  analyzed,  78,  79 

for  property  account  in  capital  account  balance  sheet,  51 

items  of  expense  to  be  posted  in  subsidiary  record  con- 
taining, 84 

labor  involved  in  keeping,  85 

of  expenses,  may  be  kept  by  departments,  123 

of  revenue  and  expenses,  181 

relating  to  sinking  funds  to  be  kept  by  financial  officer, 
66 

supporting  fund  balance  sheet,  26 

supporting  statement  of  cash  transactions,  180 

supporting  statement  of  obligations  maturing,  180 
Accounts  payable, 

credited  from  monthly  total  of  invoice  register,  118 

defined,  24 

relation  of,  to  total  invoice  register,  33 
Accounts,  proprietary, 

contracts  and  open  orders  issued  do  not  affect,  31 

defined,  29 
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INDEX 

Accounts,  proprietary   (Continued), 

entries  for  cash  received  from  miscellaneous  sources  in,  30 

entry  for  uncollectible  taxes  in,  37 

trust  funds  not  included  in,  72 
Accounts  receivable, 

credited  when  receipt  voucher  is  received  from  treasurer, 
97 

debited  when  report  from  collecting  agent  is  received,  98 

debited  with  totals  of  accrual  registers,  102 

defined,  24 

outstanding,  resource  to  meet  authorizations,  16 
Accrual  registers, 

daily  reports  of  collections  entered  in,  98 

proper  record  and  accounting  control  of  revenues  secured 
by,  101 

totals  of,  form  basis  for  general  ledger  entries,  102 
Accruals.     See  Revenues  Accrued. 
Accrued  revenue.    See  Revenues  Accrued. 
Accuracy, 

of  expenditure  accounts,  necessity  for,  116 

of  reports,  160,  161 

of  revenue  accruals,  how  controlled,  94 

of  service  reports,  to  be  verified,  142 

of  stores,  expenses  and  property  accounts,  importance  of, 
119 
Acquisition  of  properties.    See  Properties,  Permanent. 
Activities  of  municipality, 

can  be  reduced  to  unit  of  work  basis,  87 

cost  by,  desirable  in  expense  classification,  78 
Adding  attachment  used  for  New  York  tax  bills,  100 
Adjustments  for  fluctuation  in  prices,  in  stores  accounting,  132 
Administration, 

defined,  22 

efficiency  of,  how  judged,  85 

efficient,  needs  reports,  monthly  at  least,  82 

successful,  based  upon  current  reports,  158 
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Administrative   control  provided   through  inspection  and  re- 
ports, 118 
Administrative  procedure,  proper,  should  have  competent  evi- 
dence of  every  revenue  transaction,  92 
Administrative  value, 

how  judged,  75 

of  capital  account  balance  sheet,  50 

of  current  reports,  158 

of  entering  charges  as  of  date  applicable,  82 

of  expense  accounting,  76 

of  property  account,  52 

of  unit  costs,  85 
Administrator.     See  also   Public  Officers;   Financial  Officer. 

advantage  of  reports  to,  158,  159,  182 

illustrations  of  reports  valuable  to,  182-187 
Advancements  for  assessable  improvements  not  part  of  "cost 

of  the  city,"  9 
Advisory  committees,  value  of,  in  reorganization  work,  193 
Allocation  of  charges, 

importance  of,  81 

monthly,  7,  82 

not  to  be  based  on  disbursements,  7 
American  Telephone  and  Telegraph  Company,  reporting  meth- 
ods of,  169 
Amortization  of  bonds,  necessity  for,  61 
Amount   available    for    further   appropriation,   how   obtained, 

40 
Analysis  of, 

daily  requisitions  furnishes  detail  for  sub-classification,  90 

expenditures,  relation  of,  to  official  responsibility,  79 

expenses,  aided  by  detailed  account,  85,  181 

powers  and  duties  of  officers  to  be  made  in  survey,  19S 

statement  of  cash  transactions,  180 

statement  of  revenue  and  expense,  181 
Annual  payments.     See  Sinking  Fund  Installments. 
Annual  reports.    See  Reports,  Annual. 
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Apportionment, 

of  costs  on  basis  of  goods  issued,  133 
of  elements  in  job  costs,  79,  80,  124 
Appraisement  of  property,  independent,  to  be  shown  on  in- 
ventory, 58 
Appropriable   balance   of   assets   realizable,   reduced   by   each 

appropriation,  19 
Appropriated  funds,  analysis  of,  in  New  Rochelle  statement, 

19,  41 
Appropriating  body.     See  also  Budget-makers, 
alone  can  change  salary  schedules,  149 
may  provide  funds  for  reorganization  work,  190 
Appropriation  and   fund   accounts,  ch.   III.     See  also  Appro- 
priations; Fund  Accounts, 
charges  to,   constitute   only   expense   accounting   in   some 

cities,  77 
complete  statement  of,  needed  by  public  officer,  160 
condition    of,    to     be    shown    in    monthly     report,     120, 

186 
payrolls  must  be  proper  charges  against,  153 
total  payroll  charges  to  various,  summarized,  155 
Appropriation  bill.     See  Budgets. 
Appropriation  ordinances  govern  expenditures,  26 
Appropriation  or  fund  ledger, 

adjustment  in,  of  estimated  and  actual  amounts  of  con- 
tracts and  orders,  33,  115 
balances  in,  controlled  by  general  ledger  accounts,  119 
carries  details  of  fund  accounts,  17,  38 
contains  account  with  each  authorization,  27 
detail   entries   in,  develop   amount   reserved   for  contract 

and  open  market  orders,  31,  114 
form  of  (Exhibit  20),  114,  115 
vouchers  entered  in,  32,  115 
Appropriations, 

accounting  for,  by  showing  unexpended  and  unencumbered 
balances,  seldom  practiced,  116 
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Appropriations   (Continued) ^ 

act  as  controlling  account  of  detailed  appropriation  and 

contract  ledgers,  119,  120 
amounts  of,  free  for  further  encumbrance,  31 
contingent  liabilities  against,  how  ascertained,  116 
contracts   and   orders   to  be   registered   as   encumbrances 

against,  15,  31,  113,  114 
credited  with  excess  of  contracts  and  orders  over  vouchers, 

119 
debited  with  excess  of  vouchers  over  contracts  and  orders, 

119 
defined,  19,  25,  31 

encumbrances  against,  amount  of,  should  be  known,  15,  31 
encumbrances  against,  disregarded  in  New  Rochelle  state- 
ment, 19 
entries  required  for,  28 
for  capital  outlays,  how  treated,  46 
for  reorganization  work,  190,  193 
for  salaries  and  wages,  conditions  governing,  149 
for  seasonal  work,  156 
for  supplies   and  materials,  controlled   by  stores   system, 

133 
for  uncollectible  taxes,  to  be  included  in  budget,  37 
fund  balance  sheet  of,  for  Montclair,  N.  J.  (Exhibit  30), 

220,  221 
monthly   statement   of   balances   of,  in   Montclair,   N.  J. 

(Schedule  "Q"),  220,  221 
monthly  statement  of  condition  of,  186 
pledged  by  contracts  and  vouchers,  14 
relation  of,  to  commitments,  19 
relation  of,  to  revenue  and  commitment  in  fund  balance 

sheet,  15 
should  not  exceed  revenues,  15 
sometimes  charged  incorrectly,  78 
supporting  schedules  of,  for  Montclair,  N.  J.  (Schedules 

"Q"  and  "R"),  220,  221 
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Appropriations    (Continued)^ 

to  cover  amount  of  orders,  109 

to  cover  vouchers,  111 

unencumbered  balance  of,  how  ascertained,  116 

unexpended  balance  of,  how  ascertained,  116 
Approval, 

of  claims  by  council  only  perfunctory  audit,  112 

of  time  and  service  reports,  143 
Approved  vouchers,  amount  of,  should  be  known,  15 
Assessable  improvements.    See  Improvements,  Assessable. 
Assessment  accounts, 

theory  of,  59 

treatment  of,  58 
Assessment  bonds  issued  to  finance  improvements,  59 
Assessments, 

cash  from,  not  revenues,  9 

deficiency  in,  provided  by  city,  entries  for,  60 

on  city-owned  property,  entries  for,  60 
Assessments,  collection  of, 

entries  for,  60 

explained,  9 

should  be  used  to  retire  bonds  issued,  59 
Assessments  receivable, 

charged  when  improvement  is  completed,  59 

distinct  from  current  assets,  18 
Asset  and  liability  accounts, 

must  be   charged  whenever  money  expended  or  liability 
incurred,  44 

necessity  for  charging,  44 

not  kept  by  most  cities,  45 

take  control  over  goods  as  soon  as  received,  33 
Assets, 

acquisition  of,  11 

available  for  future  expenses,  should  be  known,  80 

capital,  defined,  24 

current,  defined,  23 
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Assets   (Continued) f 

in  general  account  balance  sheet,  include  taxes  receivable, 
38 

net  increase  in,  12 

prospective,  in  fund  balance  sheet,  40 

weighed  against  liabilities  in  balance  sheet,  12 
Assets  and  liabilities, 

changes   in,   explained   in   statement   of  revenue  and  ex- 
pense, 5 

complete  statement  of,  needed  by  public  officer,  161 

diflFerence  in,  accounted  as  surplus  or  deficit,  12 

relating  to  equipment  and  properties,  in  capital  account 
balance  sheet,  43 

relating  to  operation,  in  general  account  balance  sheet,  43 
Audit, 

need  of  independent,  199,  200 

of  expenditures,  evidence  required  for,  105 

of  municipal  accounts  by  state  department,  201 

of  payrolls,  154 

of  sales,  property  account  lays  foundation  for,  53 

of  tax  collections,  100 

periodical,  of  accounts,  198 
Audit  of  claims, 

by  a  council,  perfunctory,  112 

in  New  York  City,  184 

procedure  for,  106,  111,  184 
Audit  of  collections, 

how  made,  98 

of  taxes,  100 

through  controlling  accounts,  8 

to  be  made  within  day  after  collection,  92 
Auditor, 

advantage  of  outside,  over  inside,  200 
Authorizations.    See  also  Appropriations. 

accounts  and  records  must  be  kept  with  various,  27 

available  balance  represents  resource  to  meet,  29 
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Authorizations    (Continued), 

contracts    and    orders    to    be    recorded    as    encumbrances 

against,  15,  31,  113,  114,  115 
diflFer  from  liabilities,  14 
explained,  31 

form  fund  credits  in  fund  balance  sheet,  15 
resources  to  meet,  form  fund  debits,  15 
Authorizations  to  incur  liabilities, 
appropriations  constitute,  31 

credited  when  appropriations  become  effective,  29,  34 
debited   when   contracts    are    awarded   and    open   market 

orders  issued,  31,  35,  117 
debited   when   sinking    fund   installments    are   paid   over, 

70,  71 
opposed  in  capital   account  fund  balance  sheet  by  loans 

authorized  and  unissued,  41 
unencumbered  balance  of,  opposed  in  fund  balance  sheet  by 
resources,  38 
Automobile, 

unit   costs   in   operation   of,    U.   S.   Reclamation   Service 
(Exhibit  28),  177,  178 
Availability  of  facts,  importance  of,  161 
Available  balance  (receivable), 

credited  if  taxes  in  arrears   are  paid  into  sinking  fund, 

68 
credited  when  cash  is  received  from  taxes,  30 
debited  when  tax  roll  is  levied,  collateral  entry,  29,  34 
forms  resource  to  meet  authorizations,  16 
necessary  for  double  entry  equation,  29 
relation  of,  to  taxes  or  revenue  receivable,  39 
Available  balance  for  further  appropriation,  17,  25 
Averages, 

comparison  by,  aid  in  judging  work  accomplished,  81 
in  reports,  160,  166 
Average  time  consumed  in  payment  of  claims.  New  York  City, 
185,  186 

[232] 


INDEX 


B 

Balance.    See  also  Unapplied  (Net  Cash)  Balance;  Unencum- 
bered Balances;  Unexpended  Balance. 

available   for  further  appropriation,  how  ascertained,  17, 
25,  40 

encumbered,  developed  through  detail  entries  of  contracts 
and  orders,  32 

of  appropriations  and  bond   funds,  furnished  monthly  in 
Montclair,  209 

of  appropriations,  monthly  statement  of,   for   Montclair, 
N.  J.  (Schedule  "Q"),  220,  221 

of  authorization  to  draw   on  treasury.     See  Unexpended 
Balance. 

of  bond  funds,  monthly  statement  of,  for  Montclair,  N.  J. 
(Schedule  "R"),  221 

of  cash  on  hand  in  each  depository  to  be  shown,  179 

of  controlling  account  to  agree  with  balance  of  subsidiary 
record,  84 

of  stores  on  hand,  to  be  shown  in  balance  sheet,  20 

uncommitted,  of  the  general  account,  how  ascertained,  40 

unrealized,  of  estimated  receipts  .  from  miscellaneous  rev- 
enues, treatment  of,  16 
Balance  sheet.  See  Capital  Account  Balance  Sheet;  Fund 
Balance  Sheet;  General  Account  Balance  Sheet:  Sink- 
ing Fund  Balance  Sheet;  Summary  Consolidated 
Balance  Sheet;  Trust  Fund  Balance  Sheet. 

asset  and  liability,  for  Montclair,  N.  J.  (Exhibit  29),  210, 
211 

as  test  of  bookkeeping  methods,  49 

business  world  expects,  49 

classification  of  items  in,  21 

contrasted  with  "trial  balance,"  12 

current.    See  general  Account  Balance  Sheet. 

defined,  12,  24 
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Balance  sheet   (Continued), 

discussion  of  New  Rochelle*s,  18,  41 

how  produced,  12 

many  cities  do  not  make,  17 

need  for,  11 

relation  of,  to  statement  of  revenue  and  expense,  6 

represents  statement  of  present  condition,  13 

shows  no  assets  or  liabilities  have  been  omitted,  49 

summary,  to  be  supplemented  by  intermediate  statements, 

176* 
to  be  promptly  rendered,  187 
treatment  of  stores  in,  137 
value  of,  54 

Bcllevue  and  Allied  Hospitals, 

form  of  stores  ledger  used  by,  126 
segregated  expense  accounts  of,  87 

Bill,  memorandum,  mailed  to  taxpayers  on  request,  99 

Bills,  tax.    See  Tax  Bills. 

Block  principle  for  subsidiary  record,  explained,  84 

Board  of  Estimate  and  Apportionment  adopted  principle  of 
functional  segregated  budget  in  New  York  City,  202 

Boards  of  trade  may  aid  reorganization  work,  190 

Bonded  debt.    See  Debt,  Bonded. 

Bond  funds, 

cash  transactions  in,  report  of,  necessary,  179 

fund  balance  sheet  of,  for  Montdair,  N.  J.   (Exhibit  30), 

220,  221 
provisions  for  obligations  maturing  against,  180 
require  separate  group  of  fund  accounts,  41 
statement  of,  for  New  Rochelle,  N.  Y.  (Exhibit  8),  38,  39 
supporting  schedules  for,  Montdair,  N.  J.  (Schedule  "S"), 
221 

Bonds, 

assessment,  should  be  retired  through  assessments  collected, 

59 
issued  to  finance  improvements,  59 
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Bonds   (Continued), 

long  term,  to  make  up  current  deficiencies,  61 

principle  for  determining  life  period  of,  63 

provision  for  retirement  of,  61,  63 

serial,  payments  for,  65 

value  of  well-prepared  balance  sheet  in  selling,  54 
Bookkeeping  work  checked  by  monthly  trial  balances,  etc.,  187 
Books,  account,  to  be  purchased  under  supervision,  201 
Borrowing, 

amount  of  necessary,  shown  by  statement  of  obligations 
maturing,  183 

for  outlays.    See  Bond  Funds. 
Boston,  experience  of,  in  prebilling,  used  in  New  York  City,  99 
Budget-makers.    See  also  Appropriating  Body. 

amount  for  "replacement"  furnished  by  property  inventory 
to,  62 

value  of  property  account  to,  51 
Budget-making  methods, 

revision  of,  ineffective  unless  proper  method  of  accounting 
adopted,  196 

revision    of,   necessarily    follows    revision    of    accounting 
methods,  197 

study  of,  191 
Budget,  New  York  City, 

conditions  governing  payrolls  in,  149 

functional,  installed  with  assistance  of  Bureau  of  Munici- 
pal Research,  203 

functional  segregation  of,  202 
Budget  ordinance,  entries  at  time  operative,  28,  34 
Budgets, 

amount  for  "replacement'*  in,  52 

may  include  depreciation  charge   for  deteriorating  prop- 
erties, 56 

revision  of,  necessarily  follows  revision  of  accounting,  197 

revision  of,  requires  proper  method  of  accounting,  196 

cbould  contain  provision  for  uncollectible  taxes,  37 
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sinking  fund  requirements  included  in,  entries  for,  67 
study  of  methods  of  making,  191 
why  required,  26 
Buffalo  adopts  New  York  City  tax  system  for  county  taxes,  99 
Bureau  of  audit  of  Department  of  Finance  in  New  York  City, 
illustration  of  efficiency  in  auditing  and  paying  claims 
in,  184 
Bureau  of  Municipal  Research,  New  York, 

collaboration  of,  in  installation  of  system  of  accounting, 

204 
cooperation  of,  in  the  installing  of  functional  budget,  203 
made  study  of  Department  of  Finance,  203 
Bureaus  of  municipal  research.     See  Municipal  Research  Bu- 
reaus. 
Business  men, 

local,    may    form    advisory    committee    in    reorganization 

work,  192 
often  lack  experience  required  in  city  work,  75 
Business  methods, 

definite  procedure  of,  must  be  prescribed,  105 

manual  of,  197 

steps  in  reorganization  of,  ch.  XII. 


Capital  account.    See  also  Capital  Account  Balance  Sheet- 
charged  with  stores  used  on  new  construction,  137 
chart  of  entries  for,  209 

entries  for  capital  outlays  paid  from  appropriations  in,  46 
fund  balance  sheet  of,  for  New  Rochelle,  N.  Y.  (Exhibit 
8),  38,  39 

Capital  account  balance  sheet,  ch.  IV. 

accounts  summarized  in,  show  idle  property,  54 
administrative  value  of,  50 
defined,  46 
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Capital  account  balance  sheet   (Continued), 
discussion  of,  43 
facts  to  be  included  in,  46 
for  Montclair,  N.  J.  (Exhibit  29),  210,  211 
forms  supporting  schedule  to  summary  consolidated  bal- 
ance sheet,  55 
illustration  of,  for  New  Rochelle,  N.  Y.  (Exhibit  9),  44, 

45 
in  successive  years,  will  show  if  bonded  debt  is  created 

for  current  expenses,  50 
purposes  of,  47-50 

should  contain  cost  value  of  property  less  depreciation,  56 
supporting  schedules  of,  for  Montclair,  N.  J,  (Schedules 
"F"  to  "H"),  215-217 
Capital  account  cash,  defined,  46 
Capital  assets  defined,  24 
Capital  liabilities, 
defined,  24 

include  demand  liabilities,  47 
Capital  outlays.    See  Outlays,  Capital. 
Capital  surplus.    See  Surplus,  Capital. 
Card  record  for  tools  and  equipment  in  use,  139 
Cash, 

and  accounts  receivable,  acquisition  of,  11 
and  credit  transactions  to  be  shown  in  statement  of  rev- 
enue and  expense,  6 
and  investments,  relation  of,  to  reserve  required  to  retire 

bonded  debt,  66 
anticipated  to  finance  obligations  maturing,  statement  of, 

180,  181 
available  for  maturing  obligations,  details  of,  181 
capital  account,  defined,  46 
collected.    See  Collections  of  Cash, 
debited  when  cash  is  received  from  taxes  or  miscellaneous 

sources,  30,  35 
debited  when  loan  in  anticipation  of  taxes  is  made,  33,  36 
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Cash    (Continued) f 

excess   of,  over   immediate   demands   for   cash  in  capital 
balance  sheet,  54 

from  assessments,  not  revenue,  9 

from  taxes  levied  in  prior  periods,  in  New  Rochelle  state- 
ment, 8 

immediate  demands  for.   See  Immediate  Demands  for  Cash. 

inflow  and  outflow  of.    See  Statement  of  Cash  Inflow  and 
Outflow. 

in  sinking  fund  shown,  in  sinking  fund  balance  sheet,  65 

in  trust  funds  shown,  in  trust  fund  balance  sheet,  72 

invested  in  securities,  entries  for,  69 

on  hand  and  in  each  depository  to  be  shown,  179 

opposed  by  immediate  demands  for  cash,  in  balance  sheet, 
21 

payments  of.     See  Payments,  Cash. 

received,  diff^erent  from  revenue  accrued,  3 

received  from  miscellaneous  sources,  entries  for,  30,  35 

received  from  taxes,  entries  for,  30,  35 

relation  of,  to  unapplied  (net  cash)  balance,  32,  38 

surplus  of.     See  Surplus. 

transactions  in,  and  condition  of  each  cash  account,  state- 
ment of,  179 
Cashier   renders   monthly   report  of   cash   collected   to  comp- 
troller, in  New  York  City,  104 
Cash  receipts.    See  also  Collections  of  Cash. 

defined,  22 

detailed  statement  of,  showing  sources  and  classification 
by  funds,  179 

from  miscellaneous  sources,  entries  for,  30,  35 

from  taxes,  30,  35,  100 

»ew  Rochelle's  statement  of,  analyzed,  8,  9 
Cash  receipts  and  payments  (or  disbursements), 

detailed  statement  of,  179,  180 

not  shown  by  New  Rochelle's  statement,  9 

to  be  shown  in  complete  summary  of  cash  transactiOHS,  179 
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Catalogue  or  list  price, 

adjustment  for,  132 

entries  and  reports  at,  131 

may  be  changed  at  any  inventory  period,  132 

retained  throughout  year,  131 

stores  charged  at,  132 

used  for  stores,  131 
Central  accounting  office.    See  Finance,  Department  of. 
Centralized  accounting  system, 

desirability  of,  122 

necessitates  keeping  separate  stores  account  for  each  de- 
partment, 134 
Central  purchasing  agency,  advantages  of,  134 
Central  stores  department,  economy  of,  134 
Certificates.    See  also  Certification. 

for  payrolls,  152 

of  indebtedness   for  assessable  improvements  in  balance 
sheet,  18 

of  necessity  for  goods  and  orders,  108,  109 
Certification, 

by  collecting  agent  in  monthly  accounting  for  stationeiy, 
102 

by  collecting  agent,  of  daily  report  to  comptroller,  97 

by  foremen,  of  gang  reports,  147 

daily  examination  of  records  for  false,  144 

of  invoices,  delays  in,  107 

of  order  form,  when  goods  are  received,  109 

of  orders,  106,  108 

of  orders  and  invoices,  106 

of  payrolls,  151-154 

of  requisitions,  108 

of  service  records  by  employees,  142 

of  vouchers,  110,  111 

to  be  based  on  personal  knowledge,  106,  111,  159 

to  be  checked  by  independent  inspection,  106 

value  of  personal.  111,  143 
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Chamber  of  Commerce,  New  York,  indorsed  reorganized  ac- 
counting system  of  New  York  City,  205 
Charges.    See  also  Encumbrances. 

allocation  of.     See  Allocation  of  Charges. 

printed    in   financial   stationery   determine   amount   agent 
must  return,  95 

to  be  entered  when  applicable,  not  when  cash  is  paid,  82 

to  expense  accounts,  for  stores,  130,  131 

to  expense  accounts,  made  from  requisitions,  83 

reasonable  or  excessive,  known  by  vendor  or  claimant,  93 
Chart, 

financial  steering,  38 

graphic,  value  of,  167 

method  of  making  graphic,  167 

of  capital  account  transactions,  209 

of  general  ledger   entries   for  Montclair,   N.   J.    (Exhibit 
31),  221 

percentage  basis  desirable  in  graphic,  167 

segmented  circle  used  as,  168 
Charter, 

may  prescribe  periodical   approval  of  claims   by  council, 
112 

may    provide    diversion    of    certain    revenues    to   sinking 
fund,  67 

provisions  for  salaries  in,  153 
Checking, 

invoices,  procedure  for,  106 

of  vouchers  against  contract  or  order  entry,  118,  183 
Chief  financial  officer.    See  Financial  Officer. 
Chronological  entry  of  all  items  of  expense,  84 
Cincinnati, 

form  of  order  in  (Exhibit  19),  110,  111 

form  of  requisition  in  (Exhibit  18),  108,  109 
Circle,  segmented,  used  as  graphic  chart,  168 
Citizens  may  aid  in  reorganization  work,  190 
Civic  bodies  may  aid  in  reorganization  work,  190 
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Civil  Service  Commission  examines  all  payrolls  in  New  York 

City,  156 
Civil  service  law  to  be  observed  for  all  persons  on  payroll,  153 
Civil  service  title,  when  work  does  not  correspond  with,  156 
Claims, 

audit  of,  106,  111 

average  time  for  clearing,  185 

causes  of  delays  in  payment  of,  184 

for  contracts,  112 

methods   of  reorganization   in   vouchering   and   recording, 
195 

numbering  and  scheduling  of,  185 

preparation  of,  for  payment,  106 

reports  of  time  required  for  payment  of,  184 

system  of  auditing  and  paying,  in  New  York  City,   184, 
185 
Clarity, 

aided  by  typographical  arrangement  of  report,  169 

obtained  through  classification,  164 
Classification, 

for  eflficiency  record,  service   reports   should  conform  to, 
143 

general,  adopted  by  several  hospitals,  90 

of  balance  sheet  items,  21 

of  cash  and  cash  receipts  according  to  funds,  179 

of  cost,  principles  underlying  proper,  78.     See  also  Cost 
Classification. 

of  expense  accounts  in  Bellevue  &  Allied  Hospitals,  88 

of  expenses,  methods  in,  77.     See   also  Expense   Classifi- 
cation. 

of  reports,  160,  163 

proper,    of    functional    expenses,    requisite    in    system    of 
accounting,  197 
Classified  record, 

of  expense  accounts,  utility  of,  76 

of  expenses  invaluable  in  preparation  of  estimates,  77 
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Code  numbers, 

for  articles  in  stock,  desirable,  137 

used  for  appropriations  in  payroll  form,  155 
Collateral  entries.     See  Entries,  Secondary. 
Collecting  agents, 

held  to  strict  accountability  through  control  of  stationery^ 
93,  94,  95,  102 

oflSce  of,  to  be  occasionally  inspected,  98 

procedure  when  money  is  deposited  by,  97 

reports  of,  compared  with  receipt  voucher,  98 

reports  of,  form  basis  for  entries,  98 

transmit  daily  certified  report  to  comptroller,  96 

transmit  daily  certified  report  to  treasurer,  97 
Collections, 

audited.     See  Audit  of  Collections. 

of  assessments.    See  Assessments,  Collection  of. 

of  revenues,  ch.  VII.    See  Revenues,  Control  of. 

of  taxes.    See  Taxes  Collected. 
Collections  of  cash.    See  also  Revenues,  Control  of. 

audit  of,  day  after  collection,  92 

controlled  through  daily  reports  to  financial  officer,  96 

controlled  through  financial  stationery,  94 

controlled  through  treasurer's  reports  daily,  97 

control  of,  by  general  ledger,  101,  102 

form  of  report  of,  to  comptroller  (Exhibit  15),  96,  97 

form  of  report  of,  to  treasurer  (Exhibit  16),  98,  99 

how  audited,  98,  100 

reports  of,  form  basis  for  entries,  97,  98 

reports  of,  supported  by  counterfoils,  95 

statement  of,  classified  as  to  funds,  etc.,  179 

transmitted  to  treasurer  or  deposited,  97 
Collector  of  taxes.    See  also  Collecting  Agents. 

makes  daily  report  of  collections  to  financial  officer  and 
treasurer,  100,  101 

receives  and  is  charged  with  tax  bills,  100 

receives  original  tax  rolls,  100 
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Administrative   control  provided   through  inspection  and  re- 
ports, 118 
Administrative  procedure,  proper,  should  have  competent  evi- 
dence of  every  revenue  transaction,  92 
Administrative  value, 

how  judged,  75 

of  capital  account  balance  sheet,  50 

of  current  reports,  158 

of  entering  charges  as  of  date  applicable,  82 

of  expense  accounting,  76 

of  property  account,  52 

of  unit  costs,  85 
Administrator.     See  also   Public   Officers;   Financial  Officer. 

advantage  of  reports  to,  158,  159,  182 

illustrations  of  reports  valuable  to,  182-187 
Advancements   for  assessable  improvements  not  part  of  "cost 

of  the  city,"  9 
Advisory  committees,  value  of,  in  reorganization  work,  193 
Allocation  of  charges, 

importance  of,  81 

monthly,  7,  82 

not  to  be  based  on  disbursements,  7 
American  Telephone  and  Telegraph  Company,  reporting  meth- 
ods of,  169 
Amortization  of  bonds,  necessity  for,  61 
Amount   available    for    further   appropriation,   how   obtained, 

40 
Analysis  of, 

daily  requisitions  furnishes  detail  for  sub-classification,  90 

expenditures,  relation  of,  to  official  responsibility,  79 

expenses,  aided  by  detailed  account,  85,  181 

powers  and  duties  of  officers  to  be  made  in  survey,  19S 

statement  of  cash  transactions,  180 

statement  of  revenue  and  expense,  181 
Annual  payments.     See  Sinking  Fund  Installmenti. 
Annual  reports.    See  Reports,  Annual. 
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Apportionment, 

of  costs  on  basis  of  goods  issued,  133 
of  elements  in  job  costs,  79,  SO,  l:?-4 
Appraisement  of  property,  independent,  to  be  shown  on  in- 

ventorv,  5S 
Appropriable   balance    of   assets    realizable,    reduced    bv   each 

appropriation,  19 
Appropriated  funds,  analysis  of,  in  New  Rochelle  statement, 

19,  41 
Appropriating  body.     Se€  also  Budget-makers. 
alone  can  change  salary  schedules,  149 
may  pro\ide  funds  for  reorganization  work,  190 
Appropriation  and   fund   accounts,  ch.  III.     See  also  Appro- 
priations; Fund  Accounts, 
charges   to,   constitute   only   expense   accounting   in   some 

cities,  77 
complete  statement  of,  needed  by  public  officer,  160 
condition     of,     to     be     shown     in    monthly     report,     120, 

1S6 
payrolls  must  be  proper  charges  against,  153 
total  payroll  charges  to  various,  summarized,  155 
Appropriation  bill.     See  Budgets. 
Appropriation  ordinances  govern  expenditures,  96 
Appropriation  or  fund  ledger, 

adjustment  in,  of  estimated  and  actual  amounts  of  con- 
tracts and  orders,  33,  115 
balances  in,  controlled  by  general  ledger  accounts,  119 
carries  details  of  fund  accounts,  17,  38 
contains  account  with  each  authorization,  27 
detail   entries   in,   develop   amount    reserved   for  contract 

and  open  market  orders,  31,  114 
form  of  (Exhibit  20),  114,  115 
vouchers  entered  in,  32,  115 
Appropriations, 

accounting  for,  by  showing  unexpended  and  unencumbered 
balances,  seldom  practiced,  116 
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Appropriations   (Continued), 

act  as  controlling  account  of  detailed  appropriation  and 

contract  ledgers,  119,  120 
amounts  of,  free  for  further  encumbrance,  31 
contingent  liabilities  against,  how  ascertained,  116 
contracts   and    orders    to   be    registered    as   encumbrances 

against,  15,  31,  113,  114 
credited  with  excess  of  contracts  and  orders  over  vouchers, 

119 
debited  with  excess  of  vouchers  over  contracts  and  orders, 

119 
defined,  19,  25,  31 

encumbrances  against,  amount  of,  should  be  known,  15,  31 
encumbrances  against,  disregarded  in  New  Rochelle  state- 
ment, 19 
entries  required  for,  28 
for  capital  outlays,  how  treated,  46 
for  reorganization  work,  190,  193 
for  salaries  and  wages,  conditions  governing,  149 
for  seasonal  work,  156 
for  supplies   and  materials,   controlled   by  stores   system, 

133 
for  uncollectible  taxes,  to  be  included  in  budget,  37 
fund  balance  sheet  of,  for  Montclair,  N.  J.  (Exhibit  30), 

220,  221 
monthly   statement   of   balances   of,  in   Montclair,  N.  J. 

(Schedule  "Q"),  220,  221 
monthly  statement  of  condition  of,  186 
pledged  by  contracts  and  vouchers,  14 
relation  of,  to  commitments,  19 
relation  of,  to  revenue  and  commitment  in  fund  balance 

sheet,  15 
should  not  exceed  revenues,  15 
sometimes  charged  incorrectly,  78 
supporting  schedules  of,  for  Montclair,  N.  J.  (Schedules 

"Q"  and  "R"),  220,  221 
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Appropriations   (Continued), 

to  cover  amount  of  orders,  109 

to  cover  vouchers,  111 

unencumbered  balance  of,  how  ascertained,  116 

unexpended  balance  of,  how  ascertained,  116 
Approval, 

of  claims  by  council  only  perfunctory  audit,  112 

of  time  and  service  reports,  143 
Approved  vouchers,  amount  of,  should  be  known,  15 
Assessable  improvements.    See  Improvements,  Assessable. 
Assessment  accounts, 

theory  of,  59 

treatment  of,  58 
Assessment  bonds  issued  to  finance  improvements,  59 
Assessments, 

cash  from,  not  revenues,  9 

deficiency  in,  provided  by  city,  entries  for,  60 

on  city-owned  property,  entries  for,  60 
Assessments,  collection  of, 

entries  for,  60 

explained,  9 

should  be  used  to  retire  bonds  issued,  59 
Assessments  receivable, 

charged  when  improvement  is  completed,  59 

distinct  from  current  assets,  18 
Asset  and  liability  accounts, 

must  be   charged  whenever  money  expended  or  llabilitjT 
incurred,  44 

necessity  for  charging,  44 

not  kept  by  most  cities,  45 

take  control  over  goods  as  soon  as  received,  33 
Assets, 

acquisition  of,  11 

available  for  future  expenses,  should  be  known,  SO 

capital,  defined,  24 

current,  defined,  23 
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Assets   (Continued), 

in  general  account  balance  sheet,  include  taxes  receiyable, 
38 

net  increase  in,  12 

prospective,  in  fund  balance  sheet,  40 

weighed  against  liabilities  in  balance  sheet,  12 
Assets  and  liabilities, 

changes   in,   explained   in   statement   of  revenue  and  ex- 
pense, 5 

complete  statement  of,  needed  by  public  officer,  161 

diflference  in,  accounted  as  surplus  or  deficit,  12 

relating  to  equipment  and  properties,  in  capital  account 
balance  sheet,  43 

relating  to  operation,  in  general  account  balance  sheet,  43 
Audit, 

need  of  independent,  199,  200 

of  expenditures,  evidence  required  for,  105 

of  municipal  accounts  by  state  department,  201 

of  payrolls,  154 

of  sales,  property  account  lays  foundation  for,  53 

of  tax  collections,  100 

periodical,  of  accounts,  198 
Audit  of  claims, 

by  a  council,  perfunctory,  112 

in  New  York  City,  184 

procedure  for,  106,  111,  184 
Audit  of  collections, 

how  made,  98 

of  taxes,  100 

through  controlling  accounts,  8 

to  be  made  within  day  after  collection,  92 
Auditor, 

advantage  of  outside,  over  inside,  200 
Authorizations.    See  also  Appropriations. 

accounts  and  records  must  be  kept  with  various,  27 

available  balance  represents  resource  to  meet,  29 
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Authorizations    {Continued), 

contracts    and    orders    to    be    recorded    as    encumbrances 

against,  15,  31,  113,  114,  115 
differ  from  liabilities,  14 
explained,  31 

form  fund  credits  in  fund  balance  sheet,  15 
resources  to  meet,  form  fund  debits,  15 
Authorizations  to  incur  liabilities, 
appropriations  constitute,  31 

credited  when  appropriations  become  effective,  28,  34 
debited   when   contracts    are    awarded   and    open   market 

orders  issued,  31,  35,  117 
debited   when   sinking    fund   installments    are   paid   over, 

70,  71 
opposed  in  capital  account  fund  balance  sheet  by  loans 

authorized  and  unissued,  41 
unencumbered  balance  of,  opposed  in  fund  balance  sheet  by 
resources,  38 
Automobile, 

unit   costs   in   operation   of,    U.   S.   Reclamation   Service 
(Exhibit  28),  177,  178 
Availability  of  facts,  importance  of,  161 
Available  balance  (receivable), 

credited  if  taxes  in  arrears   are  paid  into  sinking  fund, 

68 
credited  when  cash  is  received  from  taxes,  30 
debited  when  tax  roll  is  levied,  collateral  entry,  29,  34 
forms  resource  to  meet  authorizations,  16 
necessary  for  double  entry  equation,  29 
relation  of,  to  taxes  or  revenue  receivable,  39 
Available  balance  for  further  appropriation,  17,  25 
Averages, 

comparison  by,  aid  in  judging  work  accomplished,  81 
in  reports,  160,  166 
Average  time  consumed  in  payment  of  claims,  New  York  City, 
185,  186 
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Balance.    See  also  Unapplied  (Net  Cash)  Balance;  Unencum- 
bered Balances;  Unexpended  Balance. 

available   for   further  appropriation,  how   ascertained,  17, 
25,  40 

encumbered,  developed  through  detail  entries  of  contracts 
and  orders,  32 

of  appropriations  and  bond   funds,  furnished  monthly  in 
Montclair,  209 

of  appropriations,   monthly  statement  of,  for   Montclair, 
N.  J.  (Schedule  "Q"),  220,  221 

of  authorization  to  draw   on  treasury.     See  Unexpended 
Balance. 

of  bond  funds,  monthly  statement  of,  for  Montclair,  N.  J. 
(Schedule  "R"),  221 

of  cash  on  hand  in  each  depository  to  be  shown,  179 

of  controlling  account  to  agree  with  balance  of  subsidiary 
record,  84 

of  stores  on  hand,  to  be  shown  in  balance  sheet,  20 

unconunitted,  of  the  general  account,  how  ascertained,  40 

unrealized,  of  estimated  receipts  from  miscellaneous  rev- 
enues, treatment  of,  16 
Balance  sheet.  See  Capital  Account  Balance  Sheet;  Fund 
Balance  Sheet;  General  Account  Balance  Sheet:  Sink- 
ing Fund  Balance  Sheet;  Summary  Consolidated 
Balance  Sheet;  Trust  Fund  Balance  Sheet. 

asset  and  liability,  for  Montclair,  N.  J.  (Exhibit  29),  210, 
211 

as  test  of  bookkeeping  methods,  49 

business  world  expects,  49 

classification  of  items  in,  21 

contrasted  with  "trial  balance,"  12 

current.    See  ^Jeneral  Account  Balance  Sheet 

defined,  12,  24 
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Balance  sheet  (Continued), 

discussion  of  New  Rochelle's,  18,  41 

how  produced,  12 

many  cities  do  not  make,  17 

need  for,  11 

relation  of,  to  statement  of  revenue  and  expense,  6 

represents  statement  of  present  condition,  13 

shows  no  assets  or  liabilities  have  been  omitted,  49 

summary,  to  be  supplemented  by  intermediate  statements, 

176 
to  be  promptly  rendered,  187 
treatment  of  stores  in,  137 
value  of,  54 

Bellevue  and  Allied  Hospitals, 

form  of  stores  ledger  used  by,  126 
segregated  expense  accounts  of,  87 

Bill,  memorandum,  mailed  to  taxpayers  on  request,  99 

Bills,  tax.    See  Tax  Bills. 

Block  principle  for  subsidiary  record,  explained,  84 

Board  of  Estimate  and  Apportionment  adopted  principle  of 
functional  segregated  budget  in  New  York  City,  202 

Boards  of  trade  may  aid  reorganization  work,  190 

Bonded  debt.    See  Debt,  Bonded. 

Bond  funds, 

cash  transactions  in,  report  of,  necessary,  179 

fund  balance  sheet  of,  for  Montclair,  N.  J.  (Exhibit  30), 

220,  221 
provisions  for  obligations  maturing  against,  180 
require  separate  group  of  fund  accounts,  41 
statement  of,  for  New  Rochelle,  N.  Y.  (Exhibit  8),  38,  39 
supporting  schedules  for,  Montclair,  N.  J.  (Schedule  "S"), 
221 

Bonds, 

assessment,  should  be  retired  through  assessments  collected, 

59 
issued  to  finance  improvements,  59 
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Bonds   {Continued), 

long  term,  to  make  up  current  deficiencies,  61 

principle  for  determining  life  period  of,  63 

provision  for  retirement  of,  61,  63 

serial,  payments  for,  65 

value  of  well-prepared  balance  sheet  in  selling,  54 
Bookkeeping  work  checked  by  monthly  trial  balances,  etc.,  187 
Books,  account,  to  be  purchased  under  supervision,  201 
Borrowing, 

amount  of  necessary,  shown  by  statement  of  obligations 
maturing,  183 

for  outlays.    See  Bond  Funds. 
Boston,  experience  of,  in  prebilling,  used  in  New  York  City,  99 
Budget-makers.    See  also  Appropriating  Body. 

amount  for  "replacement"  furnished  by  property  inventory 
to,  52 

value  of  property  account  to,  51 
Budget-making  methods, 

revision  of,  ineflFective  unless  proper  method  of  accounting 
adopted,  196 

revision    of,   necessarily    follows    revision    of    accounting 
methods,  197 

study  of,  191 
Budget,  New  York  City, 

conditions  governing  payrolls  in,  149 

functional,  installed  with  assistance  of  Bureau  of  Munici- 
pal Research,  203 

functional  segregation  of,  202 
Budget  ordinance,  entries  at  time  operative,  28,  34 
Budgets, 

amount  for  "replacement"  in,  52 

may  include  depreciation  charge   for  deteriorating  prop- 
erties, 56 

revision  of,  necessarily  follows  revision  of  accounting,  197 

revision  of,  requires  proper  method  of  accounting,  196 

cbould  contain  provision  for  uncollectible  taxes,  37 
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Budgets    (Continued) f 

sinking  fund  requirements  included  in,  entries  for,  67 
study  of  methods  of  making,  191 
why  required,  26 
Buffalo  adopts  New  York  City  tax  system  for  county  taxes,  9^ 
Bureau  of  audit  of  Department  of  Finance  in  New  York  City, 
illustration  of  efficiency  in  auditing  and  paying  claims 
in,  184 
Bureau  of  Municipal  Research,  New  York, 

collaboration  of,  in  installation  of  system  of  accounting, 

204 
cooperation  of,  in  the  installing  of  functional  budget,  203 
made  study  of  Department  of  Finance,  203 
Bureaus  of  municipal  research.     See  Municipal  Research  Bu- 
reaus. 
Business  men, 

local,    may    form    advisory    committee    in    reorganization 

work,  192 
often  lack  experience  required  in  city  work,  75 
Business  methods, 

definite  procedure  of,  must  be  prescribed,  105 

manual  of,  197 

steps  in  reorganization  of,  ch.  XII. 


Capital  account.    See  also  Capital  Account  Balance  Sheet. 

charged  with  stores  used  on  new  construction,  137 

chart  of  entries  for,  209 

entries  for  capital  outlays  paid  from  appropriations  in,  46 

fund  balance  sheet  of,  for  New  Rochelle,  N.  Y.  (Exhibit 
8),  38,  39 
Capital  account  balance  sheet,  ch.  IV. 

accounts  summarized  in,  show  idle  property,  54 

administrative  value  of,  50 

defined,  46 
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Capital  account  balance  sheet    (Continued), 
discussion  of,  43 
facts  to  be  included  in,  46 
for  Montclair,  N.  J.  (Exhibit  29),  210,  211 
forms  supporting  schedule  to  summary  consolidated  bal- 
ance sheet,  55 
illustration  of,  for  New  Rochelle,  N.  Y.   (Exhibit  9),  44, 

45 
in  successive  years,  will  show  if  bonded  debt  is  created 

for  current  expenses,  50 
purposes  of,  47-50 

should  contain  cost  value  of  property  less  depreciation,  56 
supporting  schedules  of,  for  Montclair,  N.  J.  (Schedules 
"F"  to  "H"),  215-217 
Capital  account  cash,  defined,  46 
Capital  assets  defined,  24 
Capital  liabilities, 
defined,  24 

include  demand  liabilities,  47 
Capital  outlays.    See  Outlays,  Capital. 
Capital  surplus.    See  Surplus,  Capital. 
Card  record  for  tools  and  equipment  in  use,  139 
Cash, 

and  accounts  receivable,  acquisition  of,  11 
and  credit  transactions  to  be  shown  in  statement  of  rev- 
enue and  expense,  6 
and  investments,  relation  of,  to  reserve  required  to  retire 

bonded  debt,  66 
anticipated  to  finance  obligations  maturing,  statement  of, 

180,  181 
available  for  maturing  obligations,  details  of,  181 
capital  account,  defined,  46 
collected.    See  Collections  of  Cash, 
debited  when  cash  is  received  from  taxes  or  miscellaneous 

sources,  30,  35 
debited  when  loan  in  anticipation  of  taxes  is  made,  33,  36 
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Cash    (Continued), 

excess   of,  over   immediate   demands   for   cash  in  capital 
balance  sheet,  54 

from  assessments,  not  revenue,  9 

from  taxes  levied  in  prior  periods,  in  New  Rochelle  state- 
ment, 8 

immediate  demands  for.   See  Immediate  Demands  for  Cash. 

inflow  and  outflow  of.    See  Statement  of  Cash  Inflow  and 
Outflow. 

in  sinking  fund  shown,  in  sinking  fund  balance  sheet,  65 

in  trust  funds  shown,  in  trust  fund  balance  sheet,  72 

invested  in  securities,  entries  for,  69 

on  hand  and  in  each  depository  to  be  shown,  179 

opposed  by  immediate  demands  for  cash,  in  balance  sheet, 
21 

payments  of.     See  Payments,  Cash. 

received,  different  from  revenue  accrued,  3 

received  from  miscellaneous  sources,  entries  for,  30,  35 

received  from  taxes,  entries  for,  30,  35 

relation  of,  to  unapplied  (net  cash)  balance,  32,  38 

surplus  of.     See  Surplus. 

transactions  in,  and  condition  of  each  cash  account,  state- 
ment of,  179 
Cashier   renders   monthly    report  of   cash    collected   to   comp- 
troller, in  New  York  City,  104 
Cash  receipts.    See  also  Collections  of  Cash. 

defined,  22 

detailed  statement  of,  showing  sources  and  classification 
by  funds,  179 

from  miscellaneous  sources,  entries  for,  30,  35 

from  taxes,  30,  35,  100 

New  Rochelle's  statement  of,  analyzed,  8,  9 
Cash  receipts  and  paj-ments  (or  disbursements), 

detailed  statement  of,  179,  180 

not  shown  by  New  Rochelle's  statement,  9 

to  be  shown  in  complete  summary  of  cash  transactions,  179 
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Catalogue  or  list  price, 

adjustment  for,  132 

entries  and  reports  at,  131 

may  be  changed  at  any  inventory  period,  132 

retained  throughout  year,  131 

stores  charged  at,  132 

used  for  stores,  131 
Central  accounting  oflBce.    See  Finance,  Department  of. 
Centralized  accounting  system, 

desirability  of,  122 

necessitates  keeping  separate  stores  account  for  each  de- 
partment, 134 
Central  purchasing  agency,  advantages  of,  134 
Central  stores  department,  economy  of,  134 
Certificates.    See  also  Certification. 

for  payrolls,  152 

of  indebtedness    for   assessable  improvements   in  balance 
sheet,  18 

of  necessity  for  goods  and  orders,  108,  109 
Certification, 

by  collecting  agent  in  monthly  accounting  for  stationeiyf 
102 

by  collecting  agent,  of  daily  report  to  comptroller,  97 

by  foremen,  of  gang  reports,  147 

daily  examination  of  records  for  false,  144 

of  invoices,  delays  in,  107 

of  order  form,  when  goods  are  received,  109 

of  orders,  106,  108 

of  orders  and  invoices,  106 

of  payrolls,  151-154 

of  requisitions,  108 

of  service  records  by  employees,  142 

of  vouchers,  110,  111 

to  be  based  on  personal  knowledge,  106,  111,  159 

to  be  checked  by  independent  inspection,  106 

value  of  personal.  111,  143 
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Chamber  of  Commerce,  New  York,  indorsed  reorganized  ac- 
counting system  of  New  York  City,  205 
Charges.    See  also  Encumbrances. 

allocation  of.    See  Allocation  of  Charges. 

printed    in   financial   stationery   determine   amount   agent 
must  return,  95 

to  be  entered  when  applicable,  not  when  cash  is  paid,  82 

to  expense  accounts,  for  stores,  130,  131 

to  expense  accounts,  made  from  requisitions,  83 

reasonable  or  excessive,  known  by  vendor  or  claimant,  93 
Chart, 

financial  steering,  38 

graphic,  value  of,  167 

method  of  making  graphic,  167 

of  capital  account  transactions,  209 

of  general  ledger   entries   for  Montclair,   N.   J.    (Exhibit 
31),  221 

percentage  basis  desirable  in  graphic,  167 

segmented  circle  used  as,  168 
Charter, 

may  prescribe  periodical   approval  of  claims   by  council^ 
112 

may    provide    diversion    of    certain    revenues    to   sinking 
fund,  67 

provisions  for  salaries  in,  153 
Checking, 

invoices,  procedure  for,  106 

of  vouchers  against  contract  or  order  entry,  118,  183 
Chief  financial  officer.    See  Financial  Officer. 
Chronological  entry  of  all  items  of  expense,  84 
Cincinnati, 

form  of  order  in  (Exhibit  19),  110,  111 

form  of  requisition  in  (Exhibit  18),  108,  109 
Circle,  segmented,  used  as  graphic  chart,  168 
Citizens  may  aid  in  reorganization  work,  190 
Civic  bodies  may  aid  in  reorganization  work,  190 
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Civil  Service  Commission  examines  all  payrolls  in  New  York 

City,  156 
Civil  service  law  to  be  observed  for  all  persons  on  payroll,  153 
Civil  service  title,  when  work  does  not  correspond  with,  156 
Claims, 

audit  of,  106,  111 

average  time  for  clearing,  185 

causes  of  delays  in  payment  of,  184 

for  contracts,  112 

methods   of  reorganization  in  vouchering   and   recording, 
195 

numbering  and  scheduling  of,  185 

preparation  of,  for  payment,  106 

reports  of  time  required  for  payment  of,  184 

system  of  auditing  and  paying,  in  New  York  City,   184, 
185 
Clarity, 

aided  by  typographical  arrangement  of  report,  169 

obtained  through  classification,  164 
Classification, 

for  efficiency  record,  service  reports   should  conform  to, 
143 

general,  adopted  by  several  hospitals,  90 

of  balance  sheet  items,  21 

of  cash  and  cash  receipts  according  to  funds,  179 

of  cost,  principles  underlying  proper,  78.     See  also  Cost 
Classification. 

of  expense  accounts  in  Bellevue  &  Allied  Hospitals,  88 

of  expenses,  methods  in,   77.     See   also  Expense   Classifi- 
cation. 

of  reports,  160,  163 

proper,    of    functional    expenses,   requisite   in   system    of 
accounting,  197 
Classified  record, 

of  expense  accounts,  utility  of,  76 

of  expenses  invaluable  in  preparation  of  estimates,  77 
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Code  numbers, 

for  articles  in  stock,  desirable,  137 

used  for  appropriations  in  payroll  form,  155 
Collateral  entries.     See  Entriegi  Secondary. 
Collecting  agents, 

held  to  strict  accountability  through  control  of  stationeiyy. 
93,  94,  95,  102 

office  of,  to  be  occasionally  inspected,  98 

procedure  when  money  is  deposited  by,  97 

reports  of,  compared  with  receipt  voucher,  98 

reports  of,  form  basis  for  entries,  98 

transmit  daily  certified  report  to  comptroller,  96 

transmit  daily  certified  report  to  treasurer,  97 
Collections, 

audited.     See  Audit  of  Collections. 

of  assessments.    See  Assessments,  Collection  of. 

of  revenues,  ch.  VII.    See  Revenues,  Control  of. 

of  taxes.    See  Taxes  Collected. 
Collections  of  cash.    See  also  Revenues,  Control  of. 

audit  of,  day  after  collection,  92 

controlled  through  daily  reports  to  financial  officer,  95 

controlled  through  financial  stationery,  94 

controlled  through  treasurer's  reports  daily,  97 

control  of,  by  general  ledger,  101,  102 

form  of  report  of,  to  comptroller  (Exhibit  15),  96,  97 

form  of  report  of,  to  treasurer  (Exhibit  16),  98,  99 

how  audited,  98,  100 

reports  of,  form  basis  for  entries,  97,  98 

reports  of,  supported  by  counterfoils,  95 

statement  of,  classified  as  to  funds,  etc.,  179 

transmitted  to  treasurer  or  deposited,  97 
Collector  of  taxes.    See  also  Collecting  Agents. 

makes  daily  report  of  collections  to  financial  officer  and 
treasurer,  100,  101 

receives  and  is  charged  with  tax  biUs,  100 

receives  original  tax  rolls,  100 
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Columnar  principle  for  subsidiary  expense  record,  84 

Columns, 

arrangement    of,    in    statement   of   obligations    maturings 

180 
arrangement  of,  in  statements  of  cash  transactions,  179 
arrangement  of,  in  subsidiary  expense  record,  84 
for  adjustment  of  amounts  of  contracts  or  orders,  115 
for  goods  ordered  in  stores  ledger  accounts,  136 
for  sinking  fund  in  summary  consolidated  balance  sheets 

72 
for  trust  fund  in  summary  consolidated  balance  sheet,  72' 
in  invoice   or   voucher   register,    for    transactions   entered 

chronologically,  84 
in  invoice  register  for  amounts  chargeable  to  stores,  126 
separate,  for  contracts  and  orders  in  fund  accounts,  115 
separate,   for   vouchers    from   contract   or   order  charges^ 
115 

Commitments, 

comprise  funding  relations,  16 
defined,  25 

relation  of,  to  appropriations,  15,  19 
resources  to  meet,  16 

Committee,  advisory, 

of  local  business  men,  valuable  in  reorganization  work,  19^ 
of  local  experts,  may  aid  in  reorganization  work,  192 

Comparative  statement, 
of  expenses,  181,  182 
of  revenue,  181 
of  revenue  and  expenses,  value  of,  183 

Comparison, 

of  cost  with  service  results,  85 

of  expenditures  with  those  of  other  cities,  86 

of  reports,  160,  164 

of  service  results,  145 

of  work  with  past  record  of  work,  86 

requires  comparable  basis,  i.e.  unit  cost,  86 
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Comparison  of  costs, 

development  of  data  for,  81 

makes  eflBciency  automatic,  90 

monthly,  requires  entering  charges  as  of  date  applicable, 
82 

necessitates  unit  costs,  86 

obtained  for  hospitals  through  per  patient  day  rate,  90 

results  of,  86 

to  be  made  on  unit  basis,  6 

value  of  expense  accounting  lies  in,  76 

with  service  results,  for  efficiency  test,  85 
Compensation, 

of    favorites,    formerly    increased    before    budget-making 
time,  150 

rate  of,  in  various  grades  of  employment,   149 
Competition    introduced    through    comparison    of    unit    costs, 

86 
Completeness, 

of  reports,  160 

of  revenue  accruals,  how  controlled,  94 
Comptroller.     See  also  Financial  Officer. 

form  of  daily  report  to,  of  money  collected  (Exhibit  15), 
96,  97 

office  of.     See  Finance,  Department   of. 
Condemnations,  property  account  lays  foundation  for,  53 
Condensation  of  reports,  163 
Conditions, 

budget,    compliance     with,     shown     by     payroll     voucher, 
155 

budget,  governing  payrolls,  149 

criticism  of,  made  after  survey,  193 

existing,  must  be  studied  in  reorganization  work,  192,  193 

in  revenue  transactions  controlled  by  city,  93 

of    appropriations    and    funds,    showing   unexpended    and 
unencumbered  balances,  to  be  reported,  186 

unusual  or  abnormal,  revealed  by  daily  reports,  159 
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Conferences, 

advisable  in  reorganization  work,  196 

of  financial  and  accounting  experts  on  accounting  system 
of  New  York  City,  204 
Consolidated  account, 

combines  financial  relations,  17 

of  Philadelphia  (Exhibit  3),  16,  17 
Construction  certificates  for  permanent  property,  not  current 

liability,  18 
Construction  work,  cost  accounting  for,  81 
Constructive  criticisms  to  be  made  by  department  heads  on 

reorganization  plans,  194 
Constructive  program,  to  be  gradually  installed,  194 
Constructive  recommendations,  how  carried  out,  194 
Constructive  suggestions  to  be  made  after  survey,  193 
Contingent  liabilities.    See  Liabilities,  Contingent. 
Contract  ledger, 

controlled  by  general  ledger  accounts,  119 

would   contain   entries   from  vouchers   to   detail  accounts, 
32 
Contract  record,  description  of,  121 
Contract  register  provides  monthly  total  for  crediting  reserve 

for  contracts,  117 
Contracts.    See  also  Contracts  and  Open  Market  Orders. 

awarded,  entries  from  registered  totals  of,  31,  35 

deliveries  against,  entries  for,  32 

entered  into  only  after  appropriation,  14 

entered  into,  to  be  immediately  recorded  as  encumbrances^ 
31,  113,  114 

not  yet  delivered,  contingent  liability  for,  31 

procedure  for  controlling,   112,  113 

reserve  for.    See  Reserve  for  Contracts. 

to    be    entered    as    encumbrances,    at    fixed    or    estimated 
amounts,  114 

to  have  separate  record  from  orders,  115 

unit  price,  do  not  constitute  encumbrances,  114 

[245] 


INDEX 

Contracts  and  open  market  orders.     See  also  Contracts;  Or- 
ders, Open, 
appropriations  must  be  sufficient  to  meet.  111 
as  contingent  liabilities,  24 
as  encumbrances,  should  be  known,  15 
charges  for,  less  voucher  charges  give  contingent  liability 

of  appropriation,  116 
complete  statements  of,  needed  by  public  officer,  161 
entries  for,  to  be  cross-referenced  with  those  for  vouchers, 

118 
entries   when   amounts   of,   differ   from   estimates   of,  33, 

115 
entries  when  deliveries  are  made  against,  32 
outstanding,  to  be  shown  in  monthly  statement,  186 
posting  of,  how  checked,  117 
procedure  for  issuance  of,  105 
requisition,  basis  for,  108 
system  of  issuance  and  recording  of,  195 
to  be  numbered  and  registered  chronologically,  115 
to    be    recorded    immediately,    at.  definite    or    estimated 

amounts,  31,  114 
when  authorized,  entered  under  contract  or  order  reserve 

in  appropriation  ledger,  114 
Control.    See  also  Accounting  Control;  Accounts,  Controlling, 
of  amounts  collected  by  agents,  95 
of  appropriations  for  supplies  and  materials,  133 
of  audit  and  payment  of  claims  in  New  York  City,  184, 

185 
of  collection  of  taxes,  98 

of  evidence  in  revenue  and  expense  transactions,  93 
of  expenditure  accounts.     See  Expenditures,  Control  of. 
of  financial  stationery,  93,  94 
of  payrolls  in  New  York  City,  148 

of  requisitions,  contracts  and  orders,  installation  of,  195 
of  revenues  and  expenditures  compared,  92,  93 
of  revenues  by  general  ledger,  101 
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Control   (Continued), 

of  revenues,  facts  necessary  in,  ch.  VII.     See  also  Rev- 
enues, Control  of. 
of  tools  and  other  small  equipment,  138 
over  custodianship  of  movable  property,  ch.  IX.    See  also 

Stores  Control. 
over  expenditures,  105 
over  goods  on  receipt,  33 

over  miscellaneous  revenues,  first  step  in  establishing,  94 
over  stores,  property  and  expense  accounts,  importance  of,. 

118,  119 
to  be  exercised  over  sinking  fund  transactions,  66 
Controlling  accounts.    See  Accounts,  Controlling. 
Controlling  expenditures,  ch.  VIII.     See   Expenditures,  Con- 
trol of. 
Controlling  record  of  invoices,  107 

Controlling  revenues,  ch.  VII.    See  Revenues,  Control  of. 
Cooperation   among   city    officials    desirable   in   reorganization 

work,  189,  194,  196 
Corrals,   unit   cost   of   operating,   U.   S.    Reclamation   Service 

(Exhibit  27),  174,  175 
Correctness, 

of  expense  accounts,  necessity  for,  83,  116 
of  reports,  161 

of  revenue  transactions,  accountability  for,  93 
Corrupt  practices  in  delaying  vouchering  of  invoices,  183 
Cost, 

compared  with  revenue  in  statement  of  revenue  and  ex- 
pense, 3 
contrasted   with  service  results,  85.     See   Comparison  of 

Costs, 
of  government  not  fully  shown  by  functional  expense  re- 
ports, 85 
of  government  related  to  standardization  of  supplies  and 

salaries,  197 
of  obtaining  complete  and  accurate  information,  ch.  XIII* 
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Cost   {Continved)^ 

per  patient  per  day  in  hospitals,  how  ascertained,  90 

per  unit.    See  Unit  Costs. 

reduced  to  comparable  basis  by  unit  costs,  86 

reports  of,  for  U.  S.  Reclamation  Service  projects   (Ex- 
hibits 25-28),  87,  173-175,  177,  178 
Cost  accounting, 

analyses  necessary  for,  78 

consists  in  gathering  costs  by  units  of  result,  81 

of  U.  S.  Reclamation  Service  shows  unit  costs,  87 

stores  accounting  necessary  for,  133 
Cost  and  functional  expense  accounts,  ch.  VI. 
Cost  classification, 

by  activity,  78 

by  character  of  expenditure,  79 

by  objects  purchased,  79 

by  organization  units,  78 

necessary  for  economy  and  efficiency,  79 

purpose  of,  81 
Costs, 

incurred  differ  from  cash  payments,  4 

unit.    See  Unit  Costs. 
Cost  value  vs.  present  value  of  properties  in  detail  accounts 

and  inventories,  56 
Counterfoils, 

checking  of,  98 

defined,  95 

in  New  York  tax  system,  99 

of  tax  bills,  transmitted  to  financial  officer,  100 

transmitted  daily  to  financial  officer,  96 

use  of  graduated  coupon  on,  96 

use  of,  in  financial  stationery,  95  • 

Count  of  stores, 

actual,  to  be  made  quarterly,  127 

adjustment  of  book  balances  to,  129 

method  of  making,  128 
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Count  of  Stores  (Continued), 

should  agree  with  quantities  called  for  by  stores  ledger, 
128 
Coupon  of  tickets  returned  to  comptroller  in  lieu  of  counter- 
foil, 97 
Coupon,  graduated, 

double,  may  be  used,  96 

may  fix  date  of  expiration  also,  96 

method  of,  used  in  issuance  of  money  orders,  96 

on    financial    stationery    controls    collections    of    agents, 
95 
Credits,  fund.    See  Fund  Credits. 
Criticisms, 

constructive,  to  be  made  by  department  heads,  194 

of  conditions,  to  be  made  after  survey,  193 
Cross-section  paper  useful  for  graphic  charts,  167 
Current  assets   and  liabilities  distinct  from  permanent   funds 

and  properties,  14 
Current  assets  defined,  23 
Current     balance     sheet.       See     General     Account     Balance 

Sheet. 
Current  liabilities, 

defined,  23 

unclaimed  salaries  and  wages  to  be  removed  from,  73 
Current  operation  account, 

for  Montclair,  N.  J.  (Exhibit  29),  210,  211 

schedules  of,  for  Montclair,  N.  J.  (Schedules  "J"  to  "P"), 
218-219 
Current  reports  necessary,  161 
Current  surplus.    See  Surplus,  General  Account. 
Custodianship, 

fidelity  of,  proved  by  inventory,  51 

of  movable  property,  control  over,  ch.  IX. 

of  supplies  and  materials,  control  of,  197 

responsibility  for,  located  by  stores  control,  125 
Custodians,  reports  on  fidelity  of,  needed,  161 
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Daily  report    See  Reports,  Daily. 

Date, 

applicable  for  expense  charges  to  be  used,  89 

methods  of  entering,  in  subsidiary  record,  84 

of   cash   payment,   not   to   be   used   for   expense   charges, 

82 
stamp  for,  used  in  audit  of  tax  collections,  101 

Debits,  Fund.    See  Fund  Debits. 

Debt,  bonded.    See  also  Sinking  Fund. 

created  to  meet  current  expenses,  shown  by  successive  bal- 
ance sheets,  50 
distinct    from    assets    and    liabilities    for    current   service 

needs,  14 
excess   of  permanent  property  over,  may  be  called  sur- 
plus, 54 
is  future  obligation,  48 
provision  for  retirement  of,  63 

relation   of,   to   value   of  permanent   properties,  49 
shown  in  capital  account  balance  sheet,  46 
value  of  contrasting  with  permanent  properties,  47 

Deficit, 

current,    sometimes    provided    for,   by   long   term    bonds, 

61 
defined,  25 

in  assessments  provided  by  city,  entries  for,  60 
in  general  account  distinct  from  capital  surplus,  55 
in  New  Rochelle,  effect  of  recast  statements  upon,  60 
in  New  Rochelle's  statement  reconciled  with  that  in  recast 

statements  (Exhibit  10),  44,  45 
in  provisions  for  obligations  maturing,  180 
in  sinking  fund  requirements,  68 
or  surplus,  in  balance  sheet,  13,  13 
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Definitions  of  accounting  terms, 
accounts  payable,  2i 
accounts  receivable,  24 
administration,  22 
appropriation,  19,  25,  31 
balance  sheet,  12,  24 
capital  account  balance  sheet,  45 
capital  account  cash,  46 
capital  assets,  24 
capital  liabilities,  24 
capital  outlays,  23 
commitment,  25 
contingent  liabilities,  24 
cost  accounting,  81 
counterfoils,  95 
current  assets,  23 
current  liabilities,  23 
deficit,  25 
disbursements,  22 
expenditures,  8,  22 
expenses,  22 
financial  stationery,  94 

free  surplus,  25 

fund  balance  sheet,  25 

fimd  credits,  15 

fund  debits,  15 

general  account  balance  sheet,  14,  43 

maintenance,  23 

net  increase  in  assets,  12 

operation,  23 

proprietary  accounts,  29 

receipts,  22 

receipt  voucher,  97 

requisition,  107 

revenue,  22 

serial  bonds,  65 
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Definitions  of  accounting  terms  (Continued), 
sinking  fund,  63,  64 
surplus,  24 
trial  balance,  24 
Delay, 

in  auditing  and  vouchering  claims,  107,  184 
in  certifying  and  vouchering  invoices,  107,  183 
in  payment  of  claims,  causes  of,  184 
in  reorganizing  and  improving  business  methods,  189 
Deliveries, 

acceptance  of,  creates  liability  account,  114 

invoices  showing,  record  of,  33,  36,  183 

on  contracts  and  orders,  entries  for,  32 

prompt  knowledge  of,  by  financial  ofl5cer,  110,  183 

register  of,  forms  basis  for  control  over  expenses,  stores 

and  property,  118 
total  of,  shown  by  total  of  invoice  register,  118 
Demands  for  cash.    See  Immediate  Demands  for  Cash. 
Department, 

budget  of,  functional  segregation  for,  202 

central  purchasing,  advantage  of,  134 

central  stores,  economy  of,  134 

certification  of  payrolls  by  head  of,  153 

certification  of  payrolls  by  person  having  knowledge  of 

accounts  of,  153 
conditions  governing  payroll  expenditures  by,  149 
fails    sometimes   to    transmit    invoices,    etc.,   promptly   to 

Department  of  Finance,  184,  186 
fills  out  pay  checks  in  New  York  City,  156 
of  Bellevue  &  Allied   Hospitals.     See  Bellevue  &   Allied 

Hospitals. 
of  Finance.     See  Finance,  Department  of. 
of  Health.     See  Health,  Department  of. 
of  Water  Supply,  Gas  and  Electricity.    See  Water  Supply, 

Gas  &  Electricity,  Department  of. 
payrolls  of,  information  shown  by,  151 
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Department   (Continued), 

reorganization  in   New   York  of  expenditure  accounts  in 
each,  203 

separate    set    of    accounts    may    be    kept    by    each,    122, 
134 

separate  stores  account  for  each,  134 

state,  to  audit  municipal  accounts,  201 
Departmental  budgets,  functional  segregation  of,  202 
Departmental  estimates,  information  regarding  personal  ser- 
vice to  be  shown  by,  149 
Department  heads.    See  also  Financial  Officer. 

certification  by,  153 

classified  information  for,  153 

cooperation  of,  in  reorganization  work,  194,  196 

monthly  statement  of  condition  of  appropriations,  unex- 
pended and  unencumbered  balances,  etc.,  for,  187 

practices  by,  before  budget  conditions  were  adopted,  150 

reports  useful  to,  187 
Deposit  of  miscellaneous  revenues,  97 
Depository,  amount  of  cash  in  each,  to  be  shown  in  summary 

of  cash  transactions,  179 
Depreciation, 

annual  charge  to  expenses  for,  56 

property  account  provides  basis  for  reserves  for,  53 

provision  for,  should  be  included  in  budget,  56 

reported  montlily  in   U.  S.   Reclamation  Service  reports, 
57 

reserve  for,  to  be  shown  in  balance  sheet,  56 

reserve  for,  to  be  treated  as  insurance  against  loss,  57 
Depreciation  ledger  accounts  kept  by  U.  S.  Reclamation  Ser- 
vice, 57 
Description,  detailed,  of  new  procedure  to  be  made,  197 
Detail  entries.    See  Entries,  Detail. 
Details, 

essential,  concentrated  daily  in  reports,  159 

of  cash  payments,  180 
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Details   (Continued) , 

of  cash  receipts,  179 

of  estimated  obligations,  180 

of  revenue  and  expense,  181 

of    work,    often    entrusted    by    administrator    to    others, 
158 
Difference, 

between   amounts    paid   and   estimated   on   contracts   and 
orders,  33,  115 

between    assets    and    liabilities    accounted    as    surplus    or 
deficit,  12 

between  book  balances  and  inventory  of  stores,  12S 
Disbursements,  defined,  22.    See  also  Payments. 
Dispensaries,  example  of  segregated  expenditures  in  work  of, 

87 
Distribution, 

of  stores  dispensed  in  functional  costs,  133 

of  supplies,  83 

of  supplies  and  materials,  necessity  of,  197 
Documents  used  in  collecting  revenues.     See  also  Stationery, 
Financial. 

amount  printed  in,  determines  amount  to  be  returned  by 
agent,  95 

beginning  and  ending  numbers  of,  shown  in  daily  report 
to  comptroller,  97 

blank,  to  be  numbered  by  machine,  94 

books  containing,  have  counterfoils,  94 

collecting  agents  responsible  for,  94 

facts  reported  in  monthly  accounting  for,  103 

forms  of,  called  financial  stationery,  94 

graduated  coupon  on,  controls  collections,  95 

issued,  must  be  accounted  for  in  money,  95 

issued,  occasional  inspection  of,  98 

supporting,  counterfoils  serve  as,  95 
Double    entry    system,    relation    of,    to    balance    sheet,    12, 
49 
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E 

Economy, 

incentive  toward,  through  comparison  of  unit  costs,  86 

judged   by   means   of   unit   costs    in    U.    S.    Reclamation 
Service,  87 

of  central  purchasing  and  stores  departments,  134 

of  results,  reports  on,  needed,  161 

of  results,  stores   control   gives  information  essential  to, 
125 
Efficiency, 

hindered  by  delayed  reports,  162 

in   administration  becomes   automatic  through  cost   com- 
parison, 90 

in  administration  requires  control  over  stores,  124,  125 

in  auditing  and  paying  claims  in  New  York  City,  184 

in  personal  service,  how  established,  142 

judged  by  unit  costs  in  U.  S.  Reclamation  Service,  87 

obtained   through   central  purchasing   and  stores   depart- 
ments, 134 

of  administration,  how  judged,  85 

of  employees,  basis  for  determining,  142 

of  organization,  cost  analyses  necessary  for  judgment  of, 
79 

of  purchasing  agent,  analysis  for  determining,  80 

of  purchasing  and  contracting,  cost  analysis  necessary  for 
judgment  of,  79 

of  results  obtained,  reports  needed  on,  161 

of  subordinates  in  using  property,  53 

secured  through  comparing  expenses  with  units  of  results, 
187 
Efficiency  record, 

for  city  employees  seldom  kept,  141 

each  officer  to  work  against  his  own  past,  86 

made  possible  through  property  account,  53 

of  administration,  how  judged,  85 

service  reports  to  conform  to  classification  for,  143 
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EflBciency  standards, 

obtained  through  unit  costs,  87 

seldom  provided  for  city  employees,  141 
Election,  increase  of  employees  before,   150 
Employees,  city, 

benefit  of  property  account  to,  53 

cooperation  of,  in  reorganization  work,  194 

efficiency  record  seldom  provided  for,  141 

relative  worth  of,  judged  by  time  record,  148 

to  have  copies  of  manual,  198 

to  make  certified  record  of  their  time  and  service  results, 
142 

vs.  employees  in  private  business,  141 
Employment,  information  regarding  various  grades  of,  149 
Encumbrances  against  authorizations, 

contracts  and  open  orders  to  be  recorded  as,  15,  31,  113, 
115 

disregarded  in  New  Rochelle  statement,  19 

not  made  by  unit  price  contracts,  114 

to     be     entered     at     fixed     or     estimated     amounts,     31, 
114 
Entries,  detail, 

for  contracts  and  open  orders,  31 

for  expenditures,  29 

for  stores  dispensed,  129,  130 

for  sub-classification  of  expenses,  90 

for  vouchers,  32 
Entries,  journal, 

chart  of  capital  account,  208 

chart  of  general  account,  for  Montclair,  N.   J.    (Exhibit 
31),  221 

collateral.     See  Entries,  Secondary. 

for  adjustment  of  stores  balance  with  stock  on  hand,  129 

for  articles  issued,  139 

for  assessable  improvements,  59 

for  cost  and  depreciation  reserve  of  property,  58 
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Entries,  journal    (Continued) , 

for  revenues  from  accrual  registers,  102 

for  total  of  invoice  register,  118 

for  total  of  voucher  register,  118 

for  totals  of  contract  and  order  registers,  117 

for  uncollectible  taxes,  37 

from  monthly  report  of  stores  dispensed,  127,  130 

from  total  of  inventory  of  stores,  135 

in    general   account   when   sinking   fund   installments   are 

paid,  70,  71 
when  authorizations  become  effective,  28,  34 
when    budget    funds    and   miscellaneous   revenues   are    re- 
ceived by  sinking  fund,  68,  71 
when  cash  in  sinking   fund  is  invested  in  interest-paying 

securities,  69,  71 
when  cash  is  received  from  taxes  and  other  sources;  also 

collateral  entry,  30,  35 
when  contracts  are  awarded  and  orders  issued,  31,  35 
when  deliveries  are  made  and  invoices  received,  32,  36 
when  interest  is  earned  by  sinking  fund,  69,  70 
when  investments  are  purchased  at  premium,  69,  71 
when  loans  are  made  in  anticipation  of  collection  of  taxes; 

also  collateral  entry,  33,  34,  36 
when  receipt  voucher  is  received  from  treasurer,  97 
when  report  of  money  collected  is  received  from  collect- 
ing agent,  98 
when  sinking  fund  requirements  are  determined,  67,  70 
when  taxes  in  arrears  are  collected,  68 
when  tax  roll  is  levied;  also  collateral  entries,  29,  34 
when  vouchers  are  drawn;  also  collateral  entry,  32,  36 
Entries,  secondary  (or  coUateral), 

from  total  of  voucher  register,  119 

when  cash  is  received,  30,  35 

when  loans  are  made  in  anticipation  of  taxes,  34,  36 

when  provision  is  made  for  uncollectible  taxes,  37 

when  sinking  fund  installments  are  paid  over,  70,  71 
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Entries,  secondary    (or  collateral)    (Continued), 
when  tax  roll  is  levied,  i9,  34 
when  vouchers  for  invoices  are  approved,  32,  36 

Equalizing  fluctuations  in  prices,  methods  of,  131 

Equipment.  See  aho  Supplies  and  Materials;  Stores, 
represents  value  as  much  as  cash  in  treasury,  195 
small,  control  of,  138 

Estimate, 

aided    by    comparative    statement    of    expvenses    of    past 

periods,  1S3 
for  personal  service,  information  to  be  shown  by,  149 
for  replacement,  to  be  based  on  property  account,  53 
of  cost  of  contracts  and  orders  to  be  made,  114,  115 
of  obligations  to  be  met,  details  of,  to  be  shown,  180 
of  periods  of  future  use  of  property  for  inventory,  52 
of  probable  expenses,  customary,  2 

of    receipts    from    miscellaneous    sources,    unrealized    bal- 
ance of,  16 
of    supplies   and   materials,    to    be   based    on    goods    con- 
sumed, 133 

Estimate  and  Apportionment,  Board  of,  adopted  principle  of 
segregated  budget  in  New  York,  SOS 

Estimated  cost  of  contracts  and  orders, 

adjustments  when  actual  cost  differs  from,  115 
to  be  made,  114 

Estimated  receipts  from  miscellaneous  sources,  unrealized  bal- 
ance of,  must  be  met,  16 

Estimated  revenues  required  to  meet  budget  authorizations, 
account  of,  not  readily  kept  by  each  department,  122 
credited  when  cash  is  received,  collateral  entry,  30,  35 
credited  when  tax  roll  is  levied,  collateral  entry,  29,  34 
debit  account  of,  for  New  Rocbelle  explained,  42 
debited  when  appropriations  become  effective,  98,  34 
debited  when  taxes  in  arrears  are  paid  into  sinking  fund, 

68 
substitution  for,  in  capital  account  fund  balance  sheet,  41 
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Estimated    revenues    to    meet    budget    authoriiations     (Con^ 
tinu€d)y 
what  shown  by  credit  balance  in  account  of,  39 
what  shown  by  debit  balance  in  account  of,  40 
will  show  whether  sufficient  revenues  have  been  realized,  S9^ 

Evidence, 

as  to  revenues  accrued,  character  and  availability  of,  93 
as  to  revenues  and  expenditures  contrasted,  93 
as  to  revenue  which  should  accrue  and  amount  unpaid,  92 
first  requisite  in  establishing  efficiency  in  personal  service, 

141,  142 
in  revenue  transactions  controlled  by  city,  93 
obtained  by  certification  of  orders  and  invoices,  106 
of   primary    importance    in    control   of   revenues    and   ex- 
penses, 105 
secured  through  definite  procedure  prescribing  standards,^ 
105 

Examinations,  periodical,  of  accounting  procedure,  198 

Excess  of  revenue  over  cost  or  cost   over  revenue   shown  in 
statement  of  revenue  and  expense,  3 

Executive.    See  Administrator;  Financial  Officer. 

Expenditure  accounts.     See  also  Expense  Accounts, 
classified,  necessity  of,  45 

for  U.  S.  Reclamation  Service  show  unit  costs,  87 
installed  with  aid  of  Bureau  of  Municipal  Research,  203 
necessity  for  proving,  116 
system  of,  by  functional  activities  necessary,  203 

Expenditures, 

city  must  determine  facts  regarding,  93 
classification  by  objects  of,  77 
comparison  of,  with  other  cities,  85 
controlled  by  general  ledger  entry,  29 
controlling  and  recording,  ch.  VIII. 
control  of.     See  Expenditures,  Control  of, 
cost  by  character  of,  79 
current  information  regarding,  76 
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Expenditures    (Continued) y 

defined,  8,  22 

division  of,  for  classification,  78 

efficiency  of,  how  judged,  85,  86 

for  payrolls,  control  over,  in  New  York  City,  148 

for  personal  service,  149 

how  governed,  26 

how  to  chart,  graphically,  168 

main  divisions  and  subdivisions  of,  in  Bellevue  &  Allied 
Hospitals,  88 

New  Rochelle's  statement  of,  analyzed,  9 

of  public  funds  for  reorganization  work,  190 

recording  of,  in   fund  account  and  asset  or  expense  ac- 
count, 44 

represent  service  rendered  or  properties  acquired,  11 

requisition  necessary  for  incurring  of,  107 

result  of,  11 

utility  of  segregating,  example  of,  87 
Expenditures,  control  of,  ch.  VIII. 

compared  with  that  of  revenues,  93 

for  personal  service,  148 

how  established,  117 

procedure  for,  105 

through  invoices  and  certification  of  vouchers,  110 

through  issuance  of  orders  and  contracts,  108 

through  locating  responsibility,  105 

through  requisitions,  107 
Expenditures,  recording  of,  ch.  VIII. 

controlling  accounts  in,  117,  118 

how  proved,  116 

to  begin  with  orders  and  contracts,  113 

treatment  of  vouchers  in,  115 

various  essential   records   for,  121 
Expense  accounts, 

by  functions,  not  sufficient,  85 

charges  to,  for  requisitions,  83 

[260] 


INDEX 

Expense  accounts    (Continued), 

charges  to,  for  stores,  aflFected  by  fluctuations  in  prices^ 
131 

debited  from  monthly  summary  of  stores  dispensed,  130 

detail,  classification  and  analysis  of,  78 

illustrations  of  segregated,  87 

labor  involved  in  keeping  of  detailed,  85 

method  for  proving,  83,  84 

methods  of  classification  of,  77,  78 

necessity  for  proving  correctness  of,  83,  116 

stores  accounting  necessary  for  proper,  83,  133 

utility  of  properly  classified,  76,  77 
Expense,  all  items  of,  to  be  charged  to  controlling  £u;count, 

84 
Expense  charges.    See  Expenses. 
Expense  classification, 

by  departments,  77 

by  objects  of  expenditure,  77 

for  Bellevue  &  Allied  Hospitals,  88 

prevalent  methods  of,  77 

principles  underlying  proper,  78 

utility  of,  76 

value  of,  to  public  ofiicer,  164 
Expenses, 

and  revenues,  ch.  I. 

debited  when  invoices  for  deliveries  are  received,  32,  36 

debited  with  monthly  total  of  invoice  register,  118 

defined,  22 

entry  of,  in  subsidiary  record,  84 

estimate  of  probable,  2 

incidental,  apportioned  for  job  costs,  81 

include  all  liabilities  incurred,  4 

incurred,  analysis  of,  181 

methods  of  classification  of.    See  Expense  Classification* 

prepaid,  to  be  shown  in  balance  sheet,  20 

principles  underlying  classification  of,  78 
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Expenses   (Continued), 

prompt  information  about,  not  secured  through  fund  ac- 
counts alone,  45 
purpose  of  statement  of,  6 
sinking  fund  installments  debited,  when  budget  funds  are 

received,  70,  71 
to  be  charged  as  of  date  applicable,  82 
to  be  charged  to  a  single  controlling  account,  84 
to  be  compared  with  units  of  results,  187 
value  of  comparative  statement  of,  183 
Expert  on  accounting  methods,  advisable  in  cities  over  30,000, 

201 
Expert  service, 

funds  for,  in  reorganization  work,  190 
need  of,  in  reorganization  work,  189,  192 
Experts,  local,  may  form  advisory  committee  in  reorganiza- 
tion work,  192 
Expiration,  date  of,  may  be  fixed  in  financial  stationery  by 
graduated  coupon,  96 


Facts  to  be  recorded, 

about  expenditures  and  liabilities  incurred,  44 

about  fund  accounts,  28 

about  operations,  2 

in  capital  account  balance  sheet,  46 

must  be  currently  available,  161 

regarding   permanent   properties    owned   and   bonds   out- 
standing, 50 
False  certification, 

in  audit  of  claims,  106 

in  payrolls,  156 

in  verification  of  time  and  service  reports,  143 

of  gang  reports  by  foremen,  147 

[262] 


INDEX 

Fees,  permitted  to  accrue,  93 
Fidelity, 

of  custodianship,  proved  by  inventory,  51 
of  custodians,  reports  needed  on,  161 
of  subordinates,  aided  by  property  account,  52 
Finance,  Department  of, 

accounting  system  of,  reorganized  in  New  York  City,  203 
delay  in  passing  claims  through,  184 
delay  in  transmitting  evidence  of  claims  to,  184 
procedure  for  audit  and  payment  of  claims  in  New  York 

City  by,  184 
report  of  time  required  to  pay  claims  in  New  York  City 

by,  185 
representative  of,  to  make  periodical  examination,  198 
Financial  officer, 

audit  and  payment  of  payrolls  by,  154 
audit  of  claims  by,  106,  111,  183 
controls  financial  stationery,  94 

daily   report  of  money  collected  and  counterfoils  trans- 
mitted to,  96 
form  of  daily  report  of  money  collected  to  (Exhibit  15), 

96,  97 
has  jurisdiction  over  centralized   accounting  system,  122, 

134 
illustrations  of  use  of  reports  by,  182-187 
indicates  on  tax  roll  copy  daily  amounts  paid,  101 
knowledge  of,  as  to  revenues  of  city,  92 
methods  of  arousing  public  sentiment  for  reorganization 

by,  190,  191 
needs  cooperation  of  officials  in  reorganization  work,  189, 

190 
receipt  voucher  transmitted  by  treasurer  to,  97 
receives  copies  of  tax  rolls  and  tax  bills,  100 
receives  monthly    accounting   for  financial  stationery,  102 
receives  monthly  report  from  cashier  in  New  York  City, 

103 
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Financial  oflBcer   (Contintied), 

reorganization   of   departmental   accounts    of   New   York 

City  by,  202-204 
reorganization  of  Department  of  Finance  of  New  York 

City  by,  203,  204 
reports  of  money  collected  transmitted  to,  95 
reports  required  by,  176 
reports  to,  96 
through  graduated  coupon,  has  evidence  for  auditing  cash 

collected,  96 
to  approve  important  steps  in  reorganization  work,  196 
to  have  an  original  copy  of  contracts,  113 
to  have  frequent  reports  of  time  required  to  pay  claims, 

184 
to  have  prompt  knowledge  of  all  deliveries,  110,  183 
to  keep  and  exercise  control  over  sinking  fund  accounts,  66 
to  know  of  all  delays  in  audit  and  payment  of  claims,  107 
to  know  of  all  delays  in  certification  and  vouchering  of 

invoices,  107 
to  prepare  monthly  report  of  condition  of  each  appropria- 
tion account,  120 
to  receive  copy  of  invoices,  110,  183 
to  receive  report  of  invoices  not  vouchered,  183 
to  receive  reports  of  vouchers  for  which  checks  have  not 

been  drawn,  184 
value  of  report  of  obligations  maturing  to,  180,  182 
Financial  program.    See  Program,  Annual  Financial. 
Financial  relations  combined  in  consolidated  account,  17 
Financial  statements.     See  Statements. 
Financial  stationery.     See  Stationery,  Financial. 
Financial  steering  chart,  38 

Financing  of  maturing  obligations,  statement  showing,  180 
Flat-writing  machine  with   adding  attachment  used   for  New 

York  tax  bills,  100 
Fluctuations  in  prices, 
how  equalized,  131 
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Fluctuations  in  prices  {Continued) , 

important  in  controlling  accounts  and  charges  to  expense 
accounts,  131 
Forecast  should  be  based  upon  previous  year's  operations,  2 
Foremen, 

certification  by,  constitutes  legal  responsibility,  147 

to  prepare  gang  reports,   146 
Forms, 

accounting,  to  be  purchased  under  supervision,  201 

accounting,  to  conform  to  procedure,  201 

for  segregated  budget,  to  be  provided  by  comptroller,  202 

of  documents.    See  Documents. 

of  stationery.    See  Stationery,  Financial. 
Free  surplus, 

explained,  25 

how  obtained,  17,  40 

in  sinking  fund,  66,  69 
Frequency  of  reports,  160,  161 
Function, 

method  of  entering,  in  subsidiary  record,  84 

of  accounting,  2,  74 

of  appropriation  account,  often  not  clearly  indicated  by 
title,  78 

of  statement  of  cash  inflow  and  outflow,  10 

of  statement  of  revenue  and  expense,  10 

report  of  expenses  by,  not  sufficient,  8.5 
Functional  expense  and  cost  accounts,  ch.  VI. 

for  a  health  department,  79 

for  Bellevue  and  Allied  Hospitals,  87 

job  costs  necessary  in,  80 

physical  records  and  unit  costs  aid  in,  85 

requisite  in  proper  system  of  accounts,  197 

stores  accounting  necessary  for,  83,  133 

stores   dispensed  summarized   monthly   according  to,   I27> 
130 
Functional  segregation  of  budget  in  New  York  City,  203 
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Fund  accounts, 

amount   of  vouchers   approved   for  payment  only,  to   be 
charged  against,  33 

amounts  of  vouchers  transferred  from  voucher  register  to, 
115 

and  appropriation  accounts,  ch.  III. 

available  balance  account  necessary  in,  129 

balances  of,  give  fund  balance  sheets,  38 

collections  from  assessments  to  be  entered  in  capital  ac- 
count, 60 

complete  statement  of,  needed  by  public  officer,  160 

contracts  and  orders  to  be  immediately  entered  in,  as  en- 
cumbrances, 31,  113,  114,  115 

detail,  carried  in  subsidiary  records,  17 

development  of,  28 

for  bond  funds  separate  from  those  for  revenue  funds,  il 

information  from,  important  but  seldom  shown,  39 

information   furnished  by,  27 

monthly  statement  of  condition  of,  186 

payroll  charges  to,  summarized,  155 

payrolls  must  be  proper  charges  against,  153 

produce  fund  balance  sheet,  16 

provide  for  adjustment  of  actual  and  estimated  amounts 
of  contracts  and  orders,  115 

secondary  or  collateral  entries  in.    See  Entries,  Secondary. 

special,  condition  of,  to  be  shown  in  report  monthly,  120 

summary,  carried  in  general  ledger,  17 

to  be  charged  whenever  money  expended  or  liability  in- 
curred, 44 

unapplied   (net  cash)  balance  account  necessary  in,  30 

utility  of  capital  account,  60 
Fund  balance  sheet, 

defined,  2S 

different  from  asset  and  liability  statement,  16 

elements  of,  14 

eacplanation  of,  38 


INDEX 

Fund  balance  sheet  {Continued) ^ 

for  Montclair,  N.  J.,  of  appropriations  and  bond  funds 

(Exhibit  30),  220,  221 
for   New    Rochelle,   N.   Y.,    general   and   capital   account 

(Exhibits  7  and  8),  38,  39 
how  produced,  16,  17 
information  shown  in,  15 

of  appropriations  (Exhibits  7  and  30),  38,  39,  220,  221 
of  bond  funds  (Exhibits  8  and  30),  38,  39,  220,  221 
relation  of,  to  general  account  balance  sheet,  40 
shows  prospective  and  permissive  relations,  16 
supporting  schedules  of,  for  Montclair,  N«  J.   (Schedules 

"Q"  to  "S"),  220,  221 
value  of,  27,  60 
Fund  credits, 
defined,  15 

general  ledger  entry  of,  28 
Fund  debit*, 
defined,  15 

general  ledger  entry  of,  28 
Fund  or  appropriation  ledger.     See  Appropriation  or  Fund 

Ledger. 
Funds,  appropriated,  in  New  Rochelle  statement,  analysis  of, 

19 
Funds  for  reorganization  work,  how  secured,  190,  193 
Funds,  properties   and  equipment   provided  by  revenue,  title 
for  excess  of  permanent  property  over  bonded  debt, 
55 
Furniture  and  fittings,  example  of  subdivision  of,  in  Bellevue 
and  Allied  Hospitals,  89 


G 

Gang  reports, 

carbon  copies  may  be  used  for,  147 
certification  of,  by  foreman,  147 
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Gang  reports  (Continued), 

prepared  by  foreman  for  laborers,  146 

vs.  time  books,  147 
General  account, 

balance  sheet  of.    See  General  Account  Balance  Sheet. 

cash  transactions  in,  statement  of,  179 

charged  with  capital  outlays  when  provided  by  appropria- 
tions, 46 

debited,  when  stores  are  used  on  new  construction,  137 

distinct  from  permanent  funds  and  properties,  14 

entries  in  group  of  accounts  of,  when  sinking  fund  install- 
ments are  paid,  70,  71 

fund  balance  sheet  of,  for  New  Rochelle,  N.  Y.   (Exhibit 
7),  38,  39 

provision    for  obligations  maturing  in,  180 

salaries  and  wages  charged  to,  and  apportioned  from,  80 

stores,  part  of  assets  of,  137 
General  account  (current)  balance  sheet,  eh.  II. 

defined,  14,  43 

discussion    of    recast    statement    of,    for    New    Rochelle, 
N.  Y.,  20 

forms  supporting  schedule  to  summary  consolidated  bal- 
ance sheet,  55 

of  Montclair,  N.  J.  (Exhibit  29),  210,  211 

of  New  Rochelle,  N.  Y.  (Exhibit  4),  18,  19 

purpose  of,  43 

recast  statement   of,   for   New   Rochelle,  N.  Y.    (Exhibit 
5),  18,  19 

relation  of,  to  fund  balance  sheet,  40 

supporting  schedules  of,  for  Montclair,  N.  J.    (Schedules 
"A"  to  "E"),  211-215 
General  fund,  unexpended  balance  of  monthly  quota  in  New 

York  reverts  to,  149 
General  ledger, 

chart  of  entries  in,  for  Montclair,  N.  J.  (Exhibit  31),  221 

controlling  accounts  of  expenditures  in,  118 
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General  ledger   {Continued), 

cost  and  depreciation  reserve  shown  in,  58 

entries  in,  28-36 

single  controlling  account  in,  for  all  items  of  expense,  84 

summary  fund  accounts  carried  in,  17 
General   ledger  accounts,  produced   by  recording  transactions 
in  a  fund  account  and  an  asset  or  expense  account, 
44,  45 
General  ledger  control.    See  Control. 

General  ledger  controlling  accounts.     See  Accounts,  Control- 
ling. 
General  ledger  entries,  28-36.    See  Entries,  Journal. 

in  tabular  form,  34-36 

only  of  periodical  totals,  30 

when  invoices  serve  as  vouchers,  33 

when  sinking  fund  installments  are  paid,  70,  71 
Glossary  of  accounting  terms,  22-25.     See  Definitions. 
Goods  issued.    See  also  Stores  Dispensed. 

form  basis  for  apportioning  costs,  133 

monthly  totals  of,  only  posted,  126 

receipt  on  requisition  for,  127 
Goods  ordered,  to  be  shown  in  stores  ledger  accounts,  136 
Goods  received, 

certification  of  order  for,  109 

controlled  by  asset  and  liability  accounts,  33 

currently  reported  at  catalogue  price,  131 

independent  inspection  of,  necessary  for  audit  of  claims, 
106 

monthly  totals  of,  posted,  126 

need  as  careful  checking  as  cash,  112 

procedure  for  control  of,  106 

to  be  accompanied  by  invoices,  110 
Grades  of  employment, 

incorporated  in  salary  and  wage  schedule  in  budget,  149 

number  of  incumbents  in,  149 

rate  of  compensation  of,  149 
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Graduated  coupon.     See  Coupon,  Graduated. 
Graphic  charts, 

description  of,  167,  168 

value  of,  167 

H 

Health,  department  of, 

classified  information  for,  164 

example  of  expense  classification  for,  79 

functions  of,  79 

reclassification  of  budget  of,  in  New  York  City,  902 

subclassification   in,  essential   to  consideration  of   resultSj 
80 
Hospitals, 

example  of  segregated  expenditures  in  work  of,  87 

general  classification  adopted  by  several,  90 

method  of  posting  supplies  for,  129 


Immediate  demands  for  cash, 

excess  of  cash  over,  in  capital  balance  sheet,  54 

opposed  by  cash,  21 

relation  of,  to  unapplied  net  cash  balance,  38 

Improvement  of  methods, 

causes  of  delay  in  eflFecting,  189 

of  accounting  and  reporting,  need  for,  188 

of  procedure,  suggested  by  periodical  examination,  199 

Improvements,     See  also   Improvements,  Assessable, 
entries  for  outlays  for,  59 

financing  of,  steps  taken  and  to  be  taken  in,  14 
outlays  for,  treated  in  capital  account  balance  sheet,  46 
permanent,  charged  when  improvement  is  completed,  59 

[270] 


INDEX 

Improvements,  assessable, 

advances  for,  not  part  of  "cost  of  the  city,"  9 

entries  for,  59 

funds  for,  not  to  be  included  in  general  account  balance 
sheet,  18 

included  in  capital  accounts,  58 

money    recovered    from,    should    retire   bonds    issued    for, 
59 
Incidental  expenses  apportioned  to  job  costs,  81 
Income  from  trust  funds,  how  treated,  73 
Increase  in  assets,  net,  defined,  12 
Incumbents,  number  of, 

in  each  grade  of  employment,  149 

shown  on  payroll  voucher,  155 
Individual  services,  record  of,  necessary,  144,  148.     See  alio 

Time  and  Service  Reports. 
Individual  time  record,  example  of  (Exhibit  23),  148,  149 
Information, 

accuracy  of,  in  property  accounts,  proved  by  inventory, 
51 

accurate,  cost  of  obtaining,  ch.  XIII. 

available  in  fund  balance  sheet,  15 

exact,  necessary  for  administrative  policy,  77,  157 

for  "replacements,"  necessary,  shown  by  inventory,  52 

needed  at  end  of  fiscal  period,  2 

needed  in  accounting  record,  74 

regarding  current  expenditures,  76 
Inspection, 

independent,   of  goods  received  or  services  rendered  for 
audit  of  claims,  106 

of  collecting  agent's  office  necessary,  98 

of  tax  collector's  office  made  monthly,  101 

of  tools,  etc.,  periodically,  139 

periodical,   for  conformity  to  procedure,  198 

system  of,  provides  for  accounting  and  administrative  con- 
trol, 118 
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Inspectors,   time   required   to  pass   claims   by,   in   New  York 

City,  185 
Installation, 

methods  of,  194,  195 

of  accounting  system,  effect  of,  in  New  York  City,  184 

of  accounting  system  in  New  York  City,  202 

of  devices  for  reporting  delays  in  audit  and  payment  of 
claims,  107 

of  devices  for  reporting  delays  in  certifying  and  vouch- 
ering  invoices,  107 

staff  for,  organized  by  comptroller  of  New  York  City,  204 
Installments.     See  Sinking  Fund  Installments. 
Instructions  for  new  procedure,  195 
Interest, 

earned  by  sinking  funds,  affects  yearly  payment,  64,  66 

entries  in  sinking  fund  for,  69 
Inventory, 

adjustment  account  for,  129 

causes  of  difference  between  book  balances  and,  128 

constitutes  first  step  in  establishing  stores  system,  135 

entries  for  total  of,  135 

form   of   continuing,  used  by   Belle vue   and  Allied   Hos- 
pitals, 126 

form  of,  for  property  accounts  in  Philadelphia   (Exhibit 
11),  50,  51 

method  of  taking,  135 

necessary  to  set  up  property  accounts,  57 

of  debts   and  properties,  summary  of,  48 

of  property  accounts  in  Philadelphia,  description  of,  51 

of  stores,  concerned  primarily  with  quantities,  131 

perpetual,  of  stores  on  hand,  127,  128 

should  show  cost  value  of  property,  56 

value  of,  51 
Investigation, 

matters  requiring,  shown  by  daily  reports,  159 

method  of  making,  for  reorganization  work,  192 
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Investigator, 

character  of,  for  reorganization  work,  192 

making  survey,  should  carry  out  recommendations,  194 

report  of,  to  be  submitted  to  department  heads,  194 

results  of  survey  by,  193 
Investments, 

amount  of,  to  be  shown  in  sinking   fund  balance  sheet, 
65 

and  cash,  relation  of,  to  reserve  required  to  meet  bonded 
debt,  66 

of  sinking  funds,  effect  on  annual  payments  of,  64 

of  sinking  funds,  entries  for,  69 

of  trust  funds,  in  trust  fund  balance  sheet,  72 

purchased  at  discount,  entries  for,  70 

purchased  at  premium,  entries   for,  69 
Invoice  liabilities  should  be  known,  20 
Invoice  register, 

column  for  stores  in,  126 

columns  in,  for  transactions  entered  chronologically,  84 

entries  from,  118 

entries  when  used  also  for  voucher  register,  33 

establishes    control   over    expenses,   stores,   and   property, 
118,  119 
Invoices, 

check  for  delays  in  certifying  and  vouchering,  107,  183 

entered  in  stores  ledger  according  to  articles,  127 

riot  always  promptly  transmitted   to  Department  of   Fi- 
nance, New  York  City,  186 

not  vouchered,  report  of,  183 

procedure  for  approval  and  certification  of,  106 

procedure  for,  in  New  York  City,  184 

received,  to  be  reported,  186 

registering  of,  on  receipt,  107,  183 

serving  as  vouchers,  entries  for,  33 

vendor  to  deliver  several  copies  of,  110 

when  received  and  registered,  entries  for,  32,  33 

[273] 


INDEX 

Invoices  payable, 

account  of,  dropped  when  invoices  serve  as  vouchers,  33 

credited  in  general  ledger,  33 

credited  when  invoices  are  received,  32,  36 

debited  when  vouchers  are  approved,  32.  36 

Issuance  of  contracts  and  open  market  orders.    See  CJontracts 
and  Open  Market  Orders. 

Issuance  of  licenses.    See  Licenses. 


J 

Job  costs, 

elements  of,  80,  81 

requisite  in  proper  system  of  accounting,  197 
Journal  entries.    See  Entries,  Journal. 


L 

Labor, 

cost  of,  in  keeping  sub-classification  of  expenses,  90 

involved  in  keeping  expense  accounts,  85 
Ledger.     See  Appropriation  Ledger;  General  Ledger;  Stores 
Ledger. 

loose-leaf,  advantage  of,  for  stores  ledger,  133 
Legislative  body  may  promulgate  accounting  procedure  as  an 

ordinance,  198 
Levy  of  tax  roll,  resultant  entries  of,  in  general  ledger,  29 
Liabilities, 

capital,  defined,  24 

created  when  deliveries  are  accepted,  114 

current,  defined,  23 

current,  unclaimed  salaries  and  wages  to  be  removed  from, 
73 

demand,  included  in  capital  as  well  as  general  account,  47 

differ  from  authorizations,  14 

for  construction  certificates,  18 
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Liabilities   (Continued) t 

incurred  only  under  authorizations,  15,  26 

invoice,  to  be  shown,  20 

liquidated  by  vouchers,  114 

not  yet  matured,  cash  available  for,  32 

outstanding,  records  showing,  4 

outstanding,  to  be  shown  in  monthly  statement,  186 

weighed  against  assets  in  balance  sheet,  12 
Liabilities,  contingent, 

cannot  be  met  by  stores,  137 

dealt  with  in  fund  balance  sheet,  40 

defined,  24 

details  of,  how  carried,  38 

of  any  appropriation,  defined,  116 

opposed  in   fund  balance  sheet  by  resources,  actual  and 
prospective,  38 

set  up  by  crediting  reserves  for  contracts  and  open  or- 
ders, 31 

to  be  immediately  recorded,  31 
Liabilities  incurred, 

entered  under  expenses,  4 

must  be  recorded  in  fund  account  and  asset  or  expense 
account,  44 

only  under  authorizations,  15,  26 

to  be  under  definite  procedure,  105 
Liability  accounts,  created  upon  delivery  of  goods,  114 
Licenses, 

control  of  stationery  used  in  issuing,  94 

documents   for,  have  counterfoils,  94 

not  collected,  93 
Line  schedule.    See  Schedule  Line. 
List  price,  use  of,  in  stores  accounting,  131 
Loan  funds.    See  Bond  Funds. 
Loans, 

authorized  and  unissued  in  capital  account  fund  balance 
sheet,  41 
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Loans  (Continued), 

negotiated  on  favorable  terms,  through  statement  of  obli- 
gations maturing,  183 

temporary.    See  Temporary  Loans. 

value  of  balance  sheet  in  negotiating,  54 
Loans  in  anticipation  of  collection  of  taxes  or  other  revenues, 

entries   for,  33,  36 

exceed  taxes  receivable  in  New  Rochelle,  20 
Local  advisory  committee,  value  of,  192 
Local  improvements  in  progress, 

charged  with  outlays  for  improvements,  59 

credited  when  improvement  is  completed,  59 
Long  term  bonds,  used  to  make  up  current  deficiencies,  61 
Losses, 

credit  entry  in  property  ledger  for,  58 

prevented  by  audit  of  receipts  and  physical  inspection,  98 

prevented  by  stores  control,  124 

property  account  lays  foundation  for  audit  of,  53 


M 


Maintenance, 

cost  of,  shown  in  statement  of  revenue  and  expense,  3 

defined,  23 
Management, 

importance   of  reports  in,  159 

time  and  study  essential  for  successful,  159 
Manual, 

accounting  forms  to  conform  to,  201 

of  business  and  accounting  procedure,  197 
Market  price, 

adjustments  for,  132 

used   for  stores,   131 
Material  account,  materials  charged  to,  and  apportioned  from, 
for  job  costs,  81 
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Materials.    See  Supplies  and  Materials. 
Maturing, 

of  bonds,  necessity  for  retirement  at,  61,  64 

of  contingent  liabilities,  resources  for,  38 

of  loans,  provision  for,  34 

of  obligations,  and  provisions  for,  shown  in  statement,  180 
Meetings,  public,  may  aid  in  reorganization  work,  191 
Memorandum  bill  mailed  to  taxpayer  on  request,  99 
Memorandum  record,  insufficient  for  appropriation  accounting, 

116 
Mess  houses,  unit  cost  of  operating,  U.  S.   Reclamation  Ser- 

\ice   (Exhibit  26),  174,  175 
Methods  of, 

accounting.     See  Accounting  Methods. 

budget-making,   191 

classifying  expenses,  77 

purchasing,  191,  197 

reorganization  and  installation,  194,  195 
Methods  of  reporting, 

for  use  of  financial  officer,  176-182 

need  for  improvement  of  prevailing,  188 

principles  governing,  160-169 

used  by  American  Telephone  &  Telegraph  Co.,  169-172 

used  by  U.  S.  Reclamation  Service,  172-178 
Metz  Fund,  information  requested  from,  188,  199 
Miscellaneous  revenues,  control  of,  94-98 
Modification, 

of  accounting  procedure,  how  made,  198 

of  accounting  procedure,  suggestions  for,  199 

of  line  schedule,  how  made,  149 
Money  borrowed.     See  Loans  in  Anticipation  of  CoUectioQ  of 

Taxes  or  Other  Revenues. 
Money  collected.    See  Collections  of  Cash. 
Montclair,  N.  J.,  eh.  XIII. 

accounting  system  carried  on  by  one  clerk,  208 

accounting  system  of,  207-221 

[277] 


INDEX 

Monthly  payrolls,  paid  by  check,  156 
Monthly  quota, 

of  salary  and   wage  schedules  limited  to  one-twelfth  of 
total  amount,  149 

unexpended  balance  of,  in  New  York  City,  149 
Monthly  reports.     See  Reports,  Monthly. 
Monthly  totals.     See  Totals,  Registered. 
Monthly  trial  balances,  desirable,  187 
Multiple  copies, 

of  invoices,  110 

of  orders,  109 

of  tax  bills,  99 
Municipal  accounting  system.    See  System  of  Accounting. 
Municipal   research  bureaus.     See  also   Bureau  of  Municipal 
Research. 

member  of,  to  outline  reorganization  work,  191 

standards  of,  192 
Municipal  storekeeping,  ch.  IX. 

cost  of,  outweighed  by  savings  effected,  125 

N 
New  Rochelle, 

balance  sheet,  capital  account  for  (Exhibit  9),  44,  45 
criticism  of  statement  of  receipts  and  expenditures  for,  8 
current  balance  sheet  for  (Exhibit  4),  18,  19 
description  of  current  balance  sheet  for,  18,  41 
description  of  recast  balance  sheet,  general  account,  for, 

19 
effect  of  recast  statements  upon  deficit  in,  60 
explanation  of  surplus  or  deficit  account  for,  21 
fund  balance  sheet,  general  and  capital  account,  for  (Ex- 
hibits 7  and  8),  38,  39 
recast   balance    sheet,    general    account    for    (Exhibit    5), 

18,  19 
recast  statement  of  revenue  and  expense  for  (Exhibit  2), 
8,  9 
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New  Rochelle   (Continued), 

receipts  and  expenditures  for  (Exhibit  1),  8,  9 
statement  reconciling  deficit  for    (Exhibit  10),  44,  45 
summary    consolidated    balance    sheet    for    (Exhibit    14), 

72,  73 
surplus  or  deficit  account  for  (Exhibit  6),  18,  19 
Newspapers  may   aid   in  creating  public  sentiment   for   reor- 
ganization, 191 
New  York  City, 

auditing  and  paying  claims  in  Department  of  Finance  of, 

184 
classification  adopted  by  several  hospitals  in,  90 
description  of  payroll  form  used  by  a  department  of,  154 
example    of   payroll    voucher   used   by   a   department   of 

(Exhibit  24),  154,  155 
example  of  segregated  expense  accounts  in  a  department 

of,  87 
experience  of,  in  reorganizing  accounting  methods,  202 
form  of  continuing  inventory  kept  by  a  department  of, 

126 
form  of  individual  time  record  used  in  a  department  of 

(Exhibit  23),  148,  149 
form  of  stores  ledger  used  in  a  department  of   (Exhibit 

21),  126,  127 
form   of.  weekly   time   report   used    in   a   department   of 

(Exhibit  22),  146,  147 
method  of  controlling  payrolls  in,  148 
system  of  tax  collection  in,  99 
Numbers, 

code.    See  Code  Numbers. 

placed  on  claims  in  New  York  City,  185 

O 

Obligations, 
bond,  64 
current,  for  capital  outlays,  46 

[279] 


INDEX 

Obligations   (Continued), 

details  of  cash  available  for,  181 

details  of  estimated,  to  be  shown,  180 

maturing,  statement  of,  180 
Officer.    See  Public  Officers. 
Open  orders.     See  Orders,  Open. 
Operation,  defined,  23 
Operation  account, 

current,  for  Montclair,  N.  J.  (Exhibit  29),  210,  211 

current,     schedules     supporting,     for     Montclair,     N.     J. 
(Schedules  "J"  to  "P"),  218-219 

explains  surplus  account,  13 
Operation  and  maintenance  cost, 

in  Bellevue  and  Allied  Hospitals,  88,  89 

shown  in  statement  of  revenue  and  expense,  S 

stores  held  to  meet,  form  part  of  assets,  137 
Operations, 

facts  to  be  recorded  about,  2 

reports  required  for  understanding  financial,  176 
Order  register  provides  total  of  orders  registered  for  month, 

117 
Orders  and  contracts.     See  Contracts  and  Orders. 
Orders,  open  market.    See  also  Contracts  and  Orders. 

account  to  be  kept  with  each  concern  for,  121 

amounts  of,  may  diflFer  from  estimates,  33,  115 

as  encumbrances,  should  be  known,  15,  113,  114 

certification  of,  106 

constitute  contingent  liabilities,  24 

entries  for  deliveries  against,  32 

entries  for,  from  registered  totals  of  order  register,  31, 
35,  117 

form  of,  in  Cincinnati,  O.   (Exhibit  19),  110,  111 

original,  to  be  certified  to  by  receiver  of  goods,  109 

procedure  in  issuance  of,  108 

to  be  immediately  recorded  as  encumbrances,  31,  113,  114 

to  be  prepared  in  multiple,  109 
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Orders,  open  market   (Continued) ^ 

to  have  separate  record  from  contracts,  115 

when  issued  to  be  registered  against  appropriation,    113, 

114 
when  issued  to  have  estimated  cost  noted,  114 
Ordinance,  accounting  procedure  may  be  promulgated  as,  198 
Organization, 

cost  by  units  of,  78 

form  and  structure  of,  studied  in  general  survey,  193 
importance  of  reports  in,  ch.  XI. 

of  local  advisory  committees   in  reorganization  work,  192 
of  system  of  general  ledger  controlling  accounts,  195 
Organization  units,  cost  by,  78 

Outlays,  capital.     See  also   Properties,   Permanent;   Improve- 
ments, 
defined,  23 
entries  for,  59 
procedure  when  money   for,  provided  by  appropriations, 

46 
status  of,  shown  in  capital  account  balance  sheet,  46 
Outstanding  accounts  receivable,  resource  to  meet  authoriza- 
tions, 16 
Outstanding  liabilities  to  be  shown,  4,  186 
Overborrowing,  prevented  by  statement  of  obligations  matur- 
ing, 183 
Overhead  expense, 

difference  between  cost  price  and  catalogue  price  consti- 
tutes, 132 
tools  and  equipment  consumed  constitute,  140 
Over-purchasing,  prevented  by  stores  accounting  system,  133 
Overtime  allowed  must  be  certified  to  as  due  to  emergency, 
153 


Past  periods,  comparison  with,  aid   in  judging  work  accom- 
plished,  il»  164 
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Patient  day  cost, 

enables  comparison  of  cost,  90 

in  hospitals,  how  ascertained,  90 
Pavements, 

cost  of  repairs  for,  85 

unit  costs  for,  86 
Payable  accounts.    See  Accounts  Payable. 
Pay  checks, 

filled  out  by  each  department  in  New  York  City,  156 

receipt  for,  156 

sent  to  paymaster  for  registration  and  signature,  156 

supplied  by  paymaster  in  advance,  156 
Paymaster, 

receives  pay  checks  for  registration  and  signature,  156 

returns  pay  checks  to  department,  156 

supplies  pay  checks  to  each  department  in  advance,  156 
Payments, 

annual,    to    sinking    fund.      See    Sinking    Fund    Install- 
ments. 

of  claims  in  New  York  City,  184 

of  claims,  reports  of  time  required  for,  184 

of  payrolls,  154 

preparation  of  claims  for,  106 
Payments,  cash, 

detailed  statement  of,  180 

differ  from  costs  incurred,  4 

do  not  determine  operation  and  maintenance  cost,  4 

to  be  entered  as  of  date  applicable,  82 
Payroll  certification, 

by  head  of  department,  153 

by  person  having  knowledge  of  accounts  of  department, 
153 

by  person  preparing  payroll,  152 

importance  of,  152 
Payroll  forms, 

analysis  section  in,  154 
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Payroll  forms  (Continued) , 

example  of  (Exhibit  25),  154,  155 

in  New  York  City  department  described,  15i 

payroll  voucher  in,  155 

summary  sheet  in,  155 
Payroll  making,  ch.  X. 

certification  in,  151 

in  New  York  City,  148 
Payroll  record,  entry  of  approved  time  and  service  reports 

in,  143 
Payrolls, 

audit  and  payment  of,  154,  156 

basis  for  preparing,  42 

certification  of,  151-154 

control  of,  in  New  York  City,  148 

examined  by  civil  service  commission  in  New  York  City, 
156 

forms  of,  described,  154 

information  shown  by,  in  New  York  City,  151 

making  of,  ch.  X. 

monthly,  paid  by  checks,  156 

must  state  if  employee  is  engaged  upon  work  other  than 
that  indicated  by  civil  service  title,  156 

prepared  from  time  records,  148 

receipts  for  pay  checks  placed  upon,  156 

weekly,  paid  in  cash,  156 
Payroll  voucher, 

description  of,  155 

example  of  (Exhibit  24),  154,  155 
Per  capita  cost  in  hospitals,  how  obtained,  90 
Percentage  basis  desirable  in  charts,  167 
Percentage  ratios  in  reports,  160,  165 
Percentages, 

desirable  in  cost  accounting,  81 

desirable  in  reports,  165 
Periodical  examinations,  198 
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Permanent  funds  and  properties.    See  also  Properties,  Perma- 
nent. 

distinct  from  current  assets  and  liabilities,  14 
Permanent  improvements  account  charged  when  improvement 

is  completed,  59 
Permits, 

allowed  to  accrue,  93 

control  of  stationery  used  in  issuing,  94 

documents  for,  have  counterfoils,  94 
Personal  service, 

control  of  expenditures  for,  149 

efficiency  of,  among  city  employees,  141 

record  of  individual,  necessary,  144.     See  also  Time  and 
Service  Reports. 

requisites  in  establishing  efficient,  142 
Philadelphia, 

consolidated  account  of  (Exhibit  3),  16,  17 

experience   of,   with   triplicate   rolls,   used    in    New    York 
City,  99 

form  of  inventory  for  property  accounts  used  in  (Exhibit 
11),  50,  51 
Physical  inspection.     See  Inspection. 
Physical  records, 

defined,  85 

necessary  for  unit  costs,  85 

not  kept  by  many  cities,  87 
Police  department,  classified  information  for  head  of,  164 
Posting, 

monthly,  of  total  of  all  transactions  to  ledger,  84 

of  expense  items  to  subsidiary  record,  84 
Practices,  improper,  prevented  by  budget  conditions  in   New 

York,  150 
Pre-billing,  experience  of  Boston  in,  applied  to  New  York,  99 
Preinspection  of  goods  often  prevented  by  delay  in  transmit- 
ting invoices,  186 
Preliminary  study  in  reorganization  work,  193 
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Premium  on  investments  purchased, 

amortized    by    annual    charge    to    sinking    fund    surplus, 
69 

debited  when  investments  are  purchased  at  premium,  69, 
71 
Prepaid  expenses  to  be  shown  in  balance  sheet,  20 
Prices^ 

fluctuations  in,  how  equalized,  131 

to  cities  often  higher,  because  of  "slow  pay,"  184 

use  of  market,  or  catalogue,  131 
Principles  in  report-making,  160 
Procedure, 

accounting  forms  must  conform  to,  201 

administrative,  requires  evidence  of  every  revenue  trans- 
action, 92 

for  auditing  and  paying  claims  in  New  York  City,  184 

for  controlling  payrolls  in  New  York  City,  148 

for  gaining  support  for  reorganization  work,  190,  191 

for  invoices  and  certification  of  vouchers,  106,  110 

for  issuance  of  contracts  and  orders,  105 

for  orders  and  contracts,  reorganization  of,  194 

for  reorganization,  194 

for  reorganization  of  accounting  and  auditing,  191 

manual  of  business  and  accounting,  197 

method  for  making  charges  in,  198 
Program, 

methods  for  initiating  constructive,  194 

of  reorganization,  methods  for  gaining  support  for,  190, 
191 
Program,  annual  financial, 

desirability  of,  1 

how  worked  out,  3 

includes   statement  of  revenue  and  expense  and  balance 
sheet,  13 

relating  to  current  expenses,  17 

relation  of  authorizations  to,  19 
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Program,  annual  financial  (Continued), 

should  distinguish  between  current  service  and  permanent 

funds,  etc.,  14 
Promptness  of  reports,  160,  161 
Properties,  permanent, 

acquired,  cost  of,  distinguished  from  current  expenses,  48 

acquisition  of,  represents  expenditures,  12 

amount  for  replacement  of,  52 

assessments  on  city-owned,  60 

construction    certificates    created    in    acquiring,    New    Ro- 

chelle  balance  sheet,  18 
continually  deteriorating,  annual  depreciation  charge  for, 

56 
excess  of,  over  bonded  debt,  54,  55 
for  which   administration   is  responsible,  shown  by  detail 

accounts,  51 
idle,  shown  in  property  accounts,  54 
inventory  necessary  to  set  up  accounts  for  all,  57 
inventory  of,  for  Philadelphia,  51 
relation  of,  to  bonded  debt  constantly  changing,  49 
status  of  outlays   for,  shown  in  capital  account  balance 

sheet,  46 
valuation  of,  at  cost  or  present  value,  55 
value  of  contrasting,  with  bonded  debt,  47 
Property, 

debited  from  monthly  total  of  invoice  register,  118 
debited    when    invoices    for    deliveries    are    received,    32, 

36 
mortality   tables    or    statistics    of,    provided    through    in- 
ventory, 52,  53 
movable,  control  over  custodianship  of,  ch.  IX. 
Property  account.    See  also  Properties,  Permanent. 

debit  entry  in,  when  values  of  properties  are  determined, 

58 
how  established,  57 
inventory  used  in  relation  to,  in  Philadelphia,  51 
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Property  account  {ContiTmed)^ 

lays  foundation  for  audit  of  condemnations,  up-keep,  etc., 
53 

value  of,  51 
Property  ledger,  real  estate, 

entries  in,  58 

facts  to  be  shown  in,  58 
Property  taxes, 

chief  source  of  revenue,  93 

control  of  collection  of,  93,  98 
Proprietary  accounts.     See  Accounts,  Proprietary. 
Pro  rata  allowance,  monthly  or  weekly, 

explanation  of,  155 

makes  improper  practices  difficult,  150 

provided  in  budget,  149 

shown  on  payroll  voucher,  155 

to  be  shown  on  payrolls,  151 

waived  for  seasonal  work,  156 
Provision, 

for  financing  of  maturing  obligations,  shown  in  statement, 
180 

for  retirement  of  debt.    See  Sinking  Fund. 

for  uncollectible  taxes,  37 
Public  accountant,  services  of  expert,  required  in  reorganiza- 
tion of  business  methods,  192 
Public  business, 

accounts  should  deal  with  every  subject  of,  160 

classification  necessary  in  considering,  163 

formerly  chiefly  learned  about  through  public  gossip,  157 

need  of  accounting  methods  in,  74 

object  of,  1 
Public  officers.    See  also  Financial  Officer. 

cooperation  among,  for  reorganization  work,  189 

use  of  reports  by,  ch.  XI. 
Public  sentiment,  how  aroused   for  reorganization  work,  190, 
191 
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"Pull,"  efficiency  records  operate  against,  141,  146 

Purchases, 

of  accounting  forms  and  account  books,  201 
separate  account  with  each  concern  for,  131 
unnecessary,  prevented  by  stores  system,  133 
when  made,  should  be  recorded,  45 

Purchasing  agent,  efficiency  of,  how  shown,  80 

Purchasing  department,  central,  advantages  of,  134 

Purchasing  methods,  ch.  IX. 


Q 

Quantity, 

considered    primarily   in   inventory   and   detail  stores   ac- 
counts, 131 
of  work  performed,  evidence  of,  144 
Quarters,   obligations  maturing  in   four,  shown  in  statement, 
180 

R 

Rates,  in  revenue  transactions  fixed  by  city,  93 
Readjustment  of  reserves,  when  amounts  paid  and  estimated 

differ,  33 
Real  estate  property  ledger,  facts  to  be  shown  in,  58 
Recast  statements, 

deficit   in,  reconciled  with  that  shown  by  New  Rochelle's 

statement  (Exhibit  10),  44,  45 
effect  of,  upon  deficit  in  New  Rochelle,  60 
of  New  Rochelle's  current  balance  sheet  (Exhibit  5),  18, 

19 
of   New   Rochelle's   revenues   and   expenses    (Exhibit   2), 
8,  9 
Receipted  bill  in  New  York  tax  system,  99 
Receipt  of  goods,  order  form  to  be  certified  upon,  109 
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Receipts, 

and  expenditures  defined,  8 

and    expenditures,   statement   of,   published   by   New    Ro- 
chelle  (Exhibit  1),  8,  9 

and  payments.     See  Cash  Receipts  and  Payments. 

cash.    See  Cash  Receipts. 

control  of  forms  of  stationery  used  in  issuing,  94 

for  pay  checks,  156 

requisitions  become,  for  goods  in  store,  108,  127 
Receipt  voucher, 

as  basis  of  entries,  97 

compared  with  collecting  agent's  report,  98 

defined,  97 

form  of  (Exhibit  16),  98,  99 

sent  daily  to  treasurer,  97 

transmitted  to  chief  financial  officer,  97 
Receivable  accounts.     See  Accounts  Receivable. 
Receiver  of  goods  to  have  one  copy  of  order,  109 
Reclamation  Service.     See  United  States  Reclamation  Service. 
Reclassification  of  expenses,  obviated  by  detailed  account,  85 
Recommendations, 

constructive,  how  carried  out,  194 

made  after  survey,  193 
Recording  expenditures,  ch.  VIII.     See  Expenditures,  Record- 
ing of. 
Record  of, 

accounting,  information  given  by,  74 

authorizations,  necessary,  27 

cash  payments,  7 

claims,  reorganization  methods  in,  195 

classified,  expenses  invaluable  in  preparing  estimates,  77 

contracts  and  orders,  installation  of  system  of,  195 

contracts,  description  of,  121 

controlling  invoices,  107 

daily   certified,  time  and   service,  ch.  X.     See   also  Time 
and  Service  Reports. 
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Record  of  (Continued), 

detail,  tools  and  equipment  in  use  kept  on  cards,  139 

every  transaction  involving  expenditure  or  liability,  44 

facts,  necessity  for,  2 

financial  stationery  given  collecting  agents,  94 

goods  consumed,  basis  for  estimate  of  supplies  and  ma- 
terials, 133 

individual  service  necessary,  144 

physical  things  done  or  service  rendered  for  unit  costs,  85 

proper,    functional    expenses,   requisite   in    system   of   ac- 
counts, 197 

stores.    See  Stores  Ledger. 

time  consumed  in  payment  of  claims  in  New  York  City, 
184,  185 

time  reports.     See  Time  Records. 

tools  and  small  equipment  seldom  kept,  138 
"Red  tape," 

defined,  157 

due  to  lack  of  information,  157 
Register, 

for  accruals.    See  Accrual  Registers. 

for  invoices,  106 

of  contracts  and  orders,  against  appropriations,  114 

of  each  class  of  documents  for  proving  accounts,  117 

of  invoices,  entries  for  monthly  total  of,  118 
Registered  total.    See  Totals  Registered. 
Registration  of  pay  checks  by  paymaster,  156 
Regularity  of  reports,  161 

Relation  between  permanent  properties  and  bonded  debt,  49 
Relations, 

financial,  combined  in  consolidated  account,  17 

prospective  and  permissive,  shown  in  fund  balance  sheet, 
16 
Rents,  allowed  to  cumulate,  93 
Reorganization  of  accounting  and  business  methods,  ch.  XII. 

aspects  of,  191 
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Reorganization   {Continued) ^ 

by  units,  195 

cooperation  of  officials  necessary  for,  189,  190 

methods  of  conducting,  194,  195,  196 

partial,  not  effective,  196 

value  of  local  advisory  committees  in,  192 

ways  of  securing  funds  for,  190 

work   of,  may  be  outlined  by  member  of  municipal   re- 
search bureaus,  191 
Repairs,  cost  of,  per  unit  of  result  desired,  86 
Replacements, 

of  properties,  amount  for,  52 

of  tools,  etc.,  only  upon  surrender  of  old,  139 
Reports, 

accuracy  of,  161 

as  a  means  of  making  facts  readily  available,  76 

averages  in,  166 

classification  in,  163 

comparison  in,  164 

completeness  of,  160 

current,  needed  promptly  by  public  officer,  158,  162 

daily,  of  collections  entered  in  accrual  registers,  98 

daily,  of  money  collected,  to  comptroller,   form  of    (Ex- 
hibit 15),  96,  97 

daily,  of  money  collected,  to  treasurer,  form  of  (Exhibit 
16),  98,  99 

daily,  of  tax  collections  by  tax  collector,  100 

daily  or  weekly  from  employees,  146 

daily  to  comptroller,  explanation  of,  97 

daily  to  treasurer,  by  collecting  agent,  97 

detailed,  of  collections  sent  to  treasurer,  97 

effect  of  requiring,  on  time  required  to  pay  claims,  New 
York  City,  184,  185 

essentials  of  good,  159 

financial,  variation  in  expense  classification  in,  77 

gang.     See  Gang  Reports. 
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Reports   (Continued), 

graphic  charts  in,  167 

illustrations  of  uses  of,  182 

importance  of  property  devised,  159 

monthly,  at  least,  required,  82 

monthly,  of  condition  of  each  appropriation  and  special 

fund  account,  120,  121 
monthly,  of  financial  stationery,   facts  shown  by,  103 
monthly,  of  financial  stationery  required   from  collecting 

agents,  102 
monthly,  of  requisitions,  83 
monthly,  of  stores  dispensed  and  expense  accounts  to  be 

charged,  127,  129,  130 
of  American  Telephone  and  Telegraph  Co.,  169 
of  average  time  consumed  in  paying  claims,  New  York 

City,  185,  186 
of  existing  conditions  and  constructive  suggestions,  193 
of  expenses,  by  functions  alone,  not  sufficient,  85 
of  expenses  to  be  compared  with  units  of  result,  187 
of  independent  inspection  of  goods  received  and  services 

rendered,  106 
of  investigator  in  reorganization  work  to  be  submitted  to 

department  heads,  194 
of  invoices  not  vouchered,  183 
of  invoices  received  and  vouchers  withheld,  186 
of  money  collected,  supported  by  counterfoils,  95 
of  obligations  maturing,  180,  182 
of  revenues  received,  accountability  for  prompt,  93 
of  time  required  to  pay  claims,  184 
of  U.  S.  Reclamation  Service,  172 
of  U.  S.  Reclamation  Service  show  unit  costs,  87 
of  vouchers  for  which  checks  have  not  been  drawn,  184 
principles  of  making,  160 
promptness,  frequency  and  regularity  of,  161 
published,  often  lack  summarization,  162,  163 
required  by  financial  officer,  176 
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Reports  (Continued) f 

service.    See  Time  and  Service  Reports. 

showing  unit  costs,  desirable,  86 

summary  and  detail,  163 

time.    See  Time  and  Service  Reports. 

to  financial  oflBcer,  96 

to  financial  officer,  form  basis  of  entries,  97,  98 

typography,  importance  of,  in,  169 

xmit  rates  and  percentage  ratios  in,  165 

use  of,  by  public  officer,  ch.  XI. 
Reports,  annual, 

customary,  1 

insufficient,  82 

of  little  use  as  basis  for  current  administration,  7 
Requirements,  study  of,  in  reorganization  work,  192 
Requisitions, 

analyses  of  daily,  furnish  detail  for  sub-classification  of 
expenses,  90 

certification  of,  108 

definition  of,  107 

embodied  in  report  of  stores  dispensed,  137 

form  basis  for  crediting  stores  accounts,  127 

form  for  (Exhibit  18),  108,  109 

for  replacement  of  tools,  etc.,  138,  139 

for  supplies  in  store,  become  receipts,  108,  127 

for  tools,  etc.,  138 

installation  of  system  of  issuing,  195 

materials  charged  from,  81 

monthly  recapitulation  of,  for  control,  129,  130 

not  more  than  month's  supplies  to  be  obtained  by,  83 

or  stores  on  hand,  must  account  for  stores  account,  126 
posting  of,  in  stores  ledger,  136 
value  may  be  extended  on,  129 
Research  bureau,  municipal.    See  Municipal  Research  Bureaus. 
Reserve  for, 

retirement  of  assessment  bonds,  credited  with  collections,  60 
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Reserve  for  (Continued) , 

retirement    of    temporary    loans,    credited    when    loan    in 
anticipation  of  taxes  is  made,  34,  36 

stores,  may  oifset  stores  in  balance  sheet,  137 

taxes  in  arrears,  treatment  of,  when  taxes  in  arrears  are 
transferred  to  sinking  fund,  68 
Reserve  for  contracts, 

amount  of,  developed  through  detail  entries  in  appropria- 
tion ledger,  31 

credited  from  monthly  total  of  contract  register,  117 

credited  when  contracts  are  awarded,  31,  35 

controls   balances   in   detailed   appropriation   and  contract 
ledgers,  119,  120 

debited  when  vouchers  are  approved,  32,  36,  119 

sets  up  contingent  liability  on  contracts  not  delivered,  31 

to  be  readjusted  for  diflFerence  between  estimate  and  pay- 
ments, 33 
Reserve  for  depreciation, 

account   of,   credited   if   annual   depreciation   charges    in- 
cluded in  budget,  56 

based  upon  property  accounting,  53 

credit  entry  for,  in  property  ledger,  58 

to  be  shown  in  capital  balance  sheet,  56 

treated  as  insurance  against  loss  from  deterioration,  57 

when  not  provided,  period  of  bonds  should  equal  life  of 
property,  63 
Reserve  for  loss  on  taxes, 

deducted  from  taxes  receivable  to  give  actued  asset,  38 

entry  for,  in  proprietary  accounts,  37 

to  be  included  in  budget,  37 
Reserve  for  open  market  orders, 

amount  of,  developed  through  detail  entries  in  appropria- 
tion ledger,  32 

controls  balances  in  detailed  appropriation  and  contract 
ledgers,  119,  120 

credited  from  monthly  total  of  order  register,  117 

[294] 


INDEX 

Reserve  for  open  market  orders  (Continued), 

credited  when  open  orders  are  issued,  31,  35 

debited  when  vouchers  are  approved,  32,  36,  119 

to  be  readjusted  for  difference  between  estimate  and  pay- 
ments, 33 
Reserve  required  to  retire  bonded  debt  at  maturity, 

contrasted   with    actual   cash   and   investments    in   sinking 
fund,  66 

credited  when  sinking  fund  requirements  are  determined, 
67,  70 

credited  with  interest  increment  contemplated,  69,  70 
Resources  (net), 

actual  and   prospective,  opposed  to  contingent  liabilities, 
38 

to  meet  authorizations,  15 

what  constitute,  16 
Responsibility, 

developed  in  subordinates,  158 

fixed,  by  personal  knowledge  certification,  112 

for  accounting  methods  to  rest  upon  expert,  201 

for  expenditures,  how  located,  105 

for  integrity  of  payrolls,  152 

legal,  for  false  certification,  106,  143,  147 

located  for  custodianship  of  stores,  125 

more  easily  located  by  central  purchasing  department,  134 

of  foremen  for  gang  reports,  147 
Restrictions, 

budget,  on  payrolls,  149 

waived,  for  seasonal  work,  156 
Retirement  of  bonds  or  bonded  debt, 

few  cities  have  exact  methods  for,  61 

provision  for,  67.     See  also  Sinking  Fund. 

through  assessments  collected,  59 

through  sinking  fund  or  installment  redemption,  61 
Revenue, 

accruals  and  collections  of,  reports  on,  heeded,  161,  181 
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Revenue  (Continued), 

and   expense   account,    or   statement.     See   Statement   of 

Revenue  and  Expense, 
based  on  estimate  of  expenses,  2 
credited,  when  reports  from  collecting  agents  are  received, 

98 
defined,  22 

detailed   comparative   statement  of,   181 
from  taxes,  credited  when  tax  roll  is  levied,  29,  34 
miscellaneous  sources,  credited  when  cash  is  received  from 

miscellaneous  sources,  30,  35 
relation  of,  to  appropriations,  15 
taxes,  credited  with  tax  levy  expected,  37 
value  of  comparative  statement  of,  183 
Revenue  accounts, 

credited  from  totals  of  accrual  registers,  102 
not  usually  under  accounting  control,  93 
Revenue  funds,  distinct  from  bond  funds,  41 
Revenues.    See  also  Collections  of  Cash, 
and  expense,  ch.  I. 

applicable  to  sinking  fund,  entries  for,  68,  71 
collected,  transmitted  to  treasurer  or  deposited,  97 
completeness  of  accruals  of  miscellaneous,  how  controlled, 

94 
controlled     with     greater     certainty     than     expenditures, 

92 
detailed  statement  of,  181 
entries  for,  30,  35 

example  of,  allowed  to  accumulate,  93 
expenditures  and  borrowings,  statement  of,  1 
from  certain  miscellaneous  sources,  sometimes  diverted  to 

sinking  fund,  67 
increase  in,  inquiry  as  to,  183 
Revenues  accrued, 
analysis  of,  181 
competent  evidence  of  transactions  resulting  in,  93 
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Revenues  accrued   (Continued), 

completeness  and  accuracy  of  account  of,  how  controlled, 
94 

controlling  account  for,  102 

different  from  cash  received,  3 

reduce    balance    of   estimated    revenues    to    meet    budget 
authorizations,  29 

shown  in  statement  of  revenue  and  expense,  3 
Revenues,  control  of,  ch.  VII.    See  also  Collections  of  Cash. 

compared  with  that  of  expenditures,  92 

how  effected,  93 

secures  accountability  of  collecting  agent,  93 

through  financial  stationery,  94 

through  general  ledger,  101 

through  reports  to  financial  officer,  96 

through  treasurer's  reports,  97 
Revenues  receivable, 

for  general  fund,  relation  of,  to  available  balance,  39 

opposed  by  temporary  loans,  21 
Revenues  uncollected, 

opposed  by  temporary  loans,  21 

watched  through  controlling  account,  8 
Revenue  transactions, 

detailed  statement  of,  181 

facts  of,  should  be  known,  92 

financial  stationery  used  in,  controlled,  93 

rate  and  condition  of,  fixed  by  city,  93 

strict  accountability  for,  may  be  required,  93 
Reverting  of  unexpended  balance  of  monthly  quota  to  general 

fund,  149 
Revision.     See  also  Reorganization. 

of  accounting  and  auditing  procedure,  191,  197 

of  budget,  191,  196,  197 

of  method  of  vouchering  and  reporting  claims,  195 

of  purchasing,  191 

partial,  ineflFective,  196 
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Salaries  and  wages, 

accrued,  treatment  of,  for  job  costs,  80 

budget  conditions  regarding,  149 

established  in  accordance  with  charter  provisions,  153 

standardization  of,  related  to  cost  of  government,  197 

unclaimed,  treatment  of,  73 

used  for  election  purposes,  150 
Salary  and  wage  schedule,  in  New  York  City, 

changed  only  by  appropriating  body,  149 

conditions  of,  149 

surplus  in,  formerly  used  to  increase  favorites,  150 
Sales,  credit  entry  for,  in  property  ledger,  58 
Schedule, 

for  all  claims,  in  New  York  City,  185 

of  balances  of  subsidiary  record,  84 

salary  and  wage,  changed  only  by  appropriating  body,  in 
New  York  City,  149 

salary  and  wage,  conditions  for,  in   New  York  City,  149 
Schedule  line, 

amounts  chargeable  to,  summarized,  155 

indicated  by  letter,  in  payroll  form,  155 

information  regarding,  shown  on  payrolls,  151 

limits  amount  of  expenditure  for  stated  grade,  149 

modifications  of,  149 

only  one-twelfth  of,  to  be  spent  in  any  month,  149 

title  of,  shown  in  payroll  voucher,  155 
Seasonal  work,  pro  rata  allowance  waived  for,  156 
Secondary  entries.     See  Entries,  Secondary. 
Segregation, 

functional,  for  budget,  202 

of  expenses,  example  of,  in  Bellevue  and  Allied  Hospitals, 
87 

of  expenses,  utility  of,  87 
Serial  bonds,  payments  for,  65 
Service  reports,  ch.  X.    See  Time  and  Service  Reports. 
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Service  results, 

contrasted  with  cost,  85 

of  city  employees  have  not  been  known,  141 

standards  for,  145 
Services, 

need  of  expert,  in  reorganization  work,  192 

of  individuals,  daily  or  weekly  summary  of,  187 

record   of  individual,  necessary,   144 

rendered,  independent  inspection  of,  necessary  for  audit 
of  claims,  106 
Sinking  fund,  ch.  V.    See  also  Bonds;  Debt,  Bonded. 

actual  and  required  amounts  in,  to  be  shown  in  balance 
sheet,  65 

commission  for,  object  and  importance  of,  64,  65 

defined,  63,  64 

effect  of  investment  upon  annual  payments  to,  64 

how  established,  63 

provisions  for  obligations  maturing  in,  180 

report  of  transactions  for  each  cash  account  in,  179 

requirements   for,  how  provided,  67 

tables  for,  use  of,  66 

well-administered  in  few  cities,  62 
Sinking  fund  accounts.     See  also  Bonds. 

condition   of,   to    be    reported    upon    by   financial    oflficer,. 
67 

entries  for,  when  revenues  are  received  from  budget,  etc.^ 
68 

entries  for,  when  taxes  in  arrears  are  received,  68 

how  developed,  67 

should  be  kept  by  financial  officer,  66 

show  resources  to  meet  bonded  debt,  47 
Sinking  fund  balance  sheet, 

example  of  (Exhibit  12),  72,  73 

facts  to  be  shown  in,  65 

relation  of,  to  capital  balance  sheet,  71 

represented  in  summary  consolidated  balance  sheet,  79 
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Sinking  fund  cash, 

credited  when  cash  is  invested  in  securities,  69 

debited  when  budget  funds  and  miscellaneous  revenues  are 
received,  68,  70 

debited  when  interest  is  earned,  69 

debited  when  taxes  in  arrears  are  collected,  68 
Sinking  fund  cash  requirements, 

credited  in  some  cities  when  taxes  in  arrears  are  collected, 
68 

credited   when   budget   funds   or   revenues   are   paid   into 
sinking  fund,  68,  70 

credited  when  interest  is  earned,  69 

debit  balance  in,  to  be  provided  for  in  subsequent  year, 
68,  69 

debited  when  sinking   fund  requirements  are  determined, 
67,  70 

debited  with  interest  increment  contemplated,  69,  70 
Sinking  fund  commission, 

importance  of  work  of,  65 

object  of,  64 

to  keep  accounts  as  well  as  financial  oflBcer,  67 
Sinking  fund  installments, 

entries  for,  70,  71 

example  of,  for  ten-year  loans,  64,  66 

for  serial  bonds,  65 

how  computed,  64 

suflSciency  or  insufficiency  of,  shown  by  sinking  fund  bal- 
ance sheet,  66 
Sinking  fund  investments    (par   value)   debited  when  cash  is 

invested  in  securities,  69,  71 
Sinking  fund  surplus, 

charged  when  investments  are  purchased  at  premium,  69 

excess  of  cash  and  investments  over  required  reserve  con- 
stitutes, 66 

excess  of  interest  collected  credited  to,  69 
"Slow  pay,"  reason  why  cities  have  been  considered,  184 
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Sources  of  cash  to  be  shown  in  reports  to  financial  officer,  179, 

191 
Special  funds.     See  Trust  Funds. 

Staff,  permanent,  to  be  headed  by  expert  on  accounting  meth- 
ods, 201 
Standardization  of  supplies   and  salaries,   related  to  cost  of 

government,  197 
Standards, 

fixed  by  definite  procedure  necessary  for  control  of  ex- 
penditures, 105 

for  measuring  work,  145 

for  U.  S.  Reclamation  Service,  87 

in  contrasting  cost  with  service  rendered,  85 

of  efficiency,  87,  141 

set  by  municipal  research  bureaus,  192 
State  department  should  make  systematic  audit  of  municipal 

accounts,  201 
State  laws  sometimes  responsible  for  poor  sinking  fund  meth- 
ods, 62 
Statement  of, 

assets  and  liabilities,  17,  18 

expenditures,  revenues  and  borrowings,  1 

expenses.    See  Statement  of  Revenue  and  Expense. 

sinking  fund.    See  Sinking  Fund  Balance  Sheet. 
Statement  of  cash  inflow  and  outfiow, 

desirable,  10 

different  from  statement  of  revenue  and  expense,  4,  10 

function  of,  10 
Statement  of  cash  receipts  and  payments  (or  disbursements), 

necessary  for  financial  officer,  179 

not  shown  by  New  Rochelle's  statement  of  receipts  and 
expenditures,  9 
Statement   of   cash   transactions   and   condition   of  cash, 

analysis  of,  180 

facts  to  be  shown  in,  179 

forms  of,  179,  180 
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Statement  of  obligations  maturing  and  anticipated  cash» 

facts  to  be  shown  in,  180 

prevents  over-borrowing,  183 

value  of,  to  financial  officer,  182 
Statement  of  receipts  and  expenditures, 

criticism  of  New  Rochelle's,  8,  9 

different  from,  revenue  and  expense,  4 

for  New  Rochelle  (Exhibit  1),  8,  9 
Statement  of  revenue  and  expense, 

answers  questions  about  last  year's  operations,  2 

different  from  cash  inflow  and  outflow,  4,  10 

explains  changes  in  assets  and  liabilities,  5 

for  Montclair,  N.  J.   (Exhibit  29),  210,  211 

function  of,  10 

is  historical  statement  of  facts,  13 

relation  of,  to  balance  sheet,  6 

schedules  of,  for  Montclair,  N.  J.  (Schedules  "J"  to  "P"), 
218-219 

shown    in    recast    New    Rochelle    statement    (Exhibit   2), 
8,  9 

shows  excess  of  revenue  over  cost  or  vice  versa,  3 

to  be  supplemented  by  detailed  statements,  181 

value  of  comparative,  183 
Statements, 

clearness  an  essential  quality  of,  21 

completeness  in,  160 

current  and  intermediate,  supplementing  summary  balance 
sheets,  etc.,  176 

financial,  5 

monthly,  of  condition  of  appropriations  and  funds,  186 
Stationery,  financial, 

accounting  for,  by  monthly  reports,  102 

defined,  94 

effect  of  city's  control  of,  93 

how  controlled,  94,  95 
Stock.    See  Stores  on  Hand. 
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Storehouse,  central,  economy  of,  134 

Storekeeper, 

currently  reports  goods  taken  into  stores  on  special  form 

at  catalogue  price,  131 
takes  receipt  on  requisition  for  goods  dispensed,  127 

Storekeeping,  ch.  IX. 

cost   of,  outweighed  by  savings  effected,  125 

Storeroom,  arrangement  of,  136,  137 

Stores.    See  also  Stores  Account;  Stores  Accounting  System, 
accurate  information  about,  not  secured  through  fund  ac- 
counts, 45 
actual  count  of,  should  be  made  quarterly,  127 
code  numbers  for  kinds  of  articles  in,  136 
dispensed,  receipt  on  the  requisition  for,  127 
fluctuation  in  prices  of,  131 
form  part  of  assets  of  general  account,  137 
necessity  for  control  over.    See  Stores  Control, 
not  available  for  meeting  contingent  liabilities,  137 
report  of,  furnishes  detail  for  subclassification,  90 
requisitions  become  receipt  for,  108 

to  be  excluded  from  surplus  of  assets  in  balance  sheet,  137 
used  on   new   construction,  to  be  charged  to   capital   ac- 
count, 137 

Stores  account.    See  also  Stores. 

balance  of,  should  agree  with  total  of  balances  of  stores 

ledger,  128 
credited  from  monthly  report  of  stores  dispensed,  127,  130 
credited  when  worn  out  tools  are  given  in,  139 
credited  with  articles  issued,  139 
debited  from  report  of  stores  received,  131 
debited  from  total  of  original  inventory,  135 
debited  when  invoices  for  deliveries  are  received,  32,  33,  36 
debited  with  monthly  total  of  invoice  register,  118,  126 
debited  with  supplies  bought,  83 

for  each  department  under  centralized  accounting  system, 
134 
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Stores  account  {Continued), 

may  be  charged  with  tools,  etc.,  138 

may  be  offset  by  reserve  for  stores  in  balance  sheet,  137 

must  be  accounted  for,  by  stores  on  hand  or  requisitions^ 

126 
treatment  of,  in  balance  sheet,  137 

Stores  accounting  system,  ch.  IX. 
advantages  of,  133 

cost  of,  outweighed  by  savings  effected,  125 
necessary  for  proper  expense  and  cost  accounting,  133 
necessary  to  control  appropriations  for  supplies  and  ma- 
terials, 133 
prevents  over-purchasing,  133 
sometimes  kept  by  each  department,  134 
steps  in  establishing,  135 

Stores    adjustment,   balance   of  stores  purchased   transferred 
monthly  to,  132 

Stores  control, 

common  in  private  business,  124 

justification  of,  in  small  cities,  125 

may  include  tools  and  other  small  equipment,  138 

necessity  for,  124 

procedure  for  securing,  126 

Stores  dispensed, 

distribution  of,  secured  through  stores  accounting,  133 

methods  of  posting  to  stores  ledger,  129,  130 

monthly  report  of,  basis  for  general  ledger  entry,  127,  129 

receipt  for,  taken  on  the  requisition,  127 

to  be  charged  at  higher  rather  than  lower  price,  132 

Stores  ledger, 

advantages  of  loose-leaf  ledger  for,  133 

balances  of,  must  be  adjusted  to  stores  on  hand,  129,  187 

detail  accounts  in,  concern  quantities  chiefly,  131 

detail  accounts  in,  credited  from  requisitions,  127 

detail,  not  necessary,  126 

effect  of  catalogue  price  in,  131 
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Stores  ledger  (Continued), 

facts  shown  by  detail  accounts  in,  127 

how  kept,  127 

illustration  of,  used  by  Department  of  Water  Supply,  Gas 
&  Electricity  (Exhibit  21),  126,  127 

information  required  in  each  account  in,  135,  136 

may  include  tools,  etc.,  138 

methods  of  posting  stores  dispensed  to,  129,  130 

quantities   called   for  by,  should  be  confirmed  by  actual! 
count,  128 

ruling  for  separate  entry  of  requisitions  in,  136 

to  contain  separate  account  with  each  kind  of  article,  135 

total  of  balances  of,  to  agree  with  balance  of  stores  ac- 
count, 127 

trial  balances  of,  value  of,  187 

when  kept  in  department,  134 
Stores  on  hand, 

adjustment  of  controlling  account  for,  129 

balance  of,  to  be  shown  in  balance  sheet,  20 

count  of,  to  be  made  quarterly,  127 

forgetting  of,  prevented  by  stores  accounting  system,  133 

methods  for  testing,  128 

or  requisitions  must  account  for  charges  to  stores,  126 

should  agree  with  quantities  called  for  by  stores  ledger^ 
128 
Stores  price.    See  Catalogue  or  List  Price. 
Stores  purchased, 

credited  from  current  report  of  stores  received,  at  cata- 
logue price,  132 

debited  with  purchases,  131 

monthly  balance  of,  is  difference  between  cost  prices  and 
catalogue  prices,  132 
Stores  requisitions.     See  Requisitions. 
Stores  system.    See  Stores  Accounting  System. 
Sub-classification, 

essential  to  consideration  of  results,  80 
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Sub-classification   (Continued), 

example  of,  in  Bellevue  and  Allied  Hospitals,  88 

for  hospitals,  how  obtained,  90 
Subordinates.     See  also  Employees. 

cooperation  of,  in  reorganization  work,  194 

relation  of,  to  administrator,  158 

value  of  property  account  to,  53 
Subscription,  private,  for  reorganization  work,  193 
Subsidiary  record.     See  Accounts,  Detail. 
Suggestions, 

constructive,  made  after  survey,  193 

of  department  heads,  on  investigator's  report,  194 
Summarization  of  reports,  160,  162 
Summary, 

daily  or  weekly,  of  service  records  of  individuals,  value 
of,  187 

of  cash  transactions  and  condition  of  cash,  needed,  179 

value  of,  163 
Summary  accounts,  act  as  controlling  accounts  and   are  sup- 
ported by  subsidiary  records,  51 
Summary  balance  sheet  to  be   supplemented  by  intermediate 

statements,  176 
Summary  consolidated  balance  sheet, 

advantages  of,  55 

example  of,  for  New  Rochelle  (Exhibit  14),  72,  73 

operations  shown  in,  40 

shows  sinking  fund  balance  sheet,  72 

shows  trust  fund  balance  sheet,  72 
Summary   fund    accounts   carried  in   general  ledger,   17.     See 

Fund  Accounts. 
Superintendence,  apportioned,  for  job  costs,  81 
Supervision,  continuous,  necessary,  201 
Supplies.    See  also  Supplies  and  Materials. 

accountability  for  use  of,  124 

example  of  subdivision  of,  in  Bellevue   and  Allied   Hos- 
pitals, 89 
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Supplies   (Continued), 

hospital,  method  of  posting,  129 

standardization  of,  related  to  cost  of  government,  197 

use  of  market  or  catalogue  price  of,  131 
Supplies  and  materials.    See  also  Supplies;  Stores. 

accounting  for  distribution  of,  197 

apportionment  of,  for  job  costs,  80 

appropriations  for,  controlled  by  stores  system,  133 

control  of  custodianship  of,  197 

inadequate  control  of,  results  of,  124 

invoices  for,  entered  in  invoice  register  with  column  for 
stores,  126 

represent  value  as  much  as  cash  in  treasury,  125 

to  be  obtained  by  requisition,  83 

when  bought   in  quantities,  to  be   charged  to   stores  ac- 
count, 83 
Supporting  documents  of  reports  of  money  collected,  counter- 
foils serve  as,  95 
Surplus, 

capital   account   credited   when   capital   outlays   arc    pro- 
vided by  direct  appropriation,  47 

capital,  credited  when  improvement  is  completed,  59 

capital,  distinguished  from  current,  54 

cash,  represented  by  unapplied  net  cash  balance,  39.    See 
aha  Unapplied  (Net  Cash)  Balance. 

defined,  24 

general  account,  credited   from   totals   of  original  inven- 
tory, 135 

general  account,  debited  if  taxes  in  arrears  are  paid  into 
sinking  fund,  68 

general   account,    debited   when   capital   outlays   are   pro- 
vided by  direct  appropriation,  46 

of  assets  in  general  account,  should  exclude  stores,  137 

of  salary  and  wage  appropriation  used  to  benefit  favorites, 
150 

or  deficit,  difference  between  assets  and  liabilities,  12,  IS 

[307] 


INDEX  i 

Surplus,  free,  '. 

defined,  25 

how  obtained,  17,  40 

in  sinking  fund,  66,  69.    See  also  Sinking  Fund  Surplus. 
Surplus  or  deficit  account, 

example  of,  for  New  Rochelle  (Exhibit  6),  18,  19 

explained  in  operation  account,  13 

relation  of,  to  balance  available  for   further  appropria- 
tion, 17 

shown  in  balance  sheet,  12 
Surplus  stock  of  goods  prevented  by  stores  system,  133 
Survey, 

of  existing  conditions,  192,  193 

scope  of  preliminary,  193 
System  of  accounting, 

centralized,  desirable,  122,  134 

central,  reorganized  in  New  York  City  with  aid  of  Bureau 
of  Municipal  Research,  203 

installation  of,  in  departments  of  New  York  City,  203 

of  Montclair,  N.  J.,  207-221 

reorganization  of,  ch.  XII. 

requests   for  information  concerning,  188,  199 

requisites  of  proper,  197 

should  make  facts  currently  available,  162 
System  of  issuing  requisitions,  orders  and  contracts,  installa- 
tion of,  195 


Tax  bills.  New  York  City, 
description  of,  99 

form  of  (Exhibit  17),  100,  101 
in  triplicate,  prepared,  99 
made  with  duplicate  tax  rolls,  100 
retained  by  financial  oflBcer,  100 

unpaid,   represented    by   original    bills   in   hands   of   col- 
lector, 101 
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Taxes, 

controlling  account  with,  8 

outstanding,  entries  when  money  borrowed  against,  33,  36 

uncollectible,  provision  for,  37 
Taxes  collected, 

audit  of,  100 

control  of,  98 

entries  for,  30,  35 
Taxes  in  arrears, 

largely  accounts  for  debit  balance,  in  New  Rochelle,  42 

sometimes  transferred  to  sinking  fund,  68 

treatment  of,  in  New  Rochelle,  20 
Taxes,  property, 

control  of,  98 

importance  of,  93 
Taxes  receivable, 

credited,  if  taxes  in  arrears  are  paid  into  sinking  fund,  68 

credited  when  cash  is  received  from  taxes,  30,  35 

debited  when  tax  roll  is  levied,  29,  34 

entry  in,  for  uncollectible  taxes,  37 

exceeded  by  loans  in  anticipation  of  taxes,  New  Rochelle, 
20 

less  reserve  for  loss,  forms  asset  in  general  account  bal- 
ance sheet,  38 

relation  of,  to  available  balance,  39 
Taxes  uncollected, 

opposed  by  temporary  loans,  21 

represented  by  original  bills,  101 

shown  by  balance  of  controlling  account  for  taxes,  102 
Tax  rolls, 

copies  of,  made  with  billing  attachment,  together  with  tax 
bills,  100 

duplicates  of,  retained  by  financial  officer,  100 

entries  for,  when  completed  or  levied,  29,  34 

original,  form  basis  of  charge  to  controlling  account,  102 

original,  given  to  collector  of  taxes,  100 
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Tax  rolls   (Continued), 

procedure  when  completed,  99 

triplicate,  copied  by  New  York  City  from  Philadelphia,  99 
Telephone  and  Telegraph  Co.,  American,  reporting  methods  of, 

169 
Temporary  loans, 

credited  when  loan  in  anticipation  of  taxes  is  made,  33,  36 

opposed    by    uncollected    taxes    and    revenues    in    balance 
sheet,  21 

reserve  for  retirement  of,  34,  36 
Tests, 

for  accuracy  of  service  reports  by  employees,  149 

for  stores  on  hand  and  quantities  called  for  by  ledger,  198 
Time, 

consumed  in  payment  of  claims,  New  York  City,  185,  186 

continuous,   to   be   given   by  person   reorganizing  system, 
196 

required  to  pay  claims  against  city,  reports  of,  184 
Time  and  service  record, 

example  of  (Exhibit  23),  148,  149 

individual,  value  of,  148 
Time  and  service  reports.    See  also  Time  Reports. 

certification  of,  143 

daily  or  periodical,  146,  147 

daily,  to  be  made  by  employees,  142 

example  of  weekly  (Exhibit  22),  146,  147 

facts  to  be  shown  by,  142,  143 

for  gangs,  made  by  foreman.     See  Gang  Reports. 

give  job  apportionment  of  salaries  and  wages,  80 

individual,  144 

quantity  of  work  performed  to  be  stated  in,  144 

to  be  on  file  for  payroll,  152 
Time  book, 

compared  with  gang  reports,  147 

value  of,  144 
Time  clock,  value  of,  144 
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Time  records, 

form  of,  148 

individual,  example  of  (Exhibit  23),  148,  149 

payrolls  prepared  from,  148 
Time  reports,  ch.  X.     See  also  Time  and  Service  Reports. 

frequency  of  certification  of,  146 

must  be  on  file  for  payrolls,  152 

time   book   or   clock   gives    collateral   information   in   ap- 
proval of,  144 

weekly,  example  of,  in  Department  of  Water  Supply,  Gas 
and  Electricity  (Exhibit  22),  146,  147 
Tools.     See  also  Supplies  and  Materials;  Stores. 

control  of,  138 

represent  value  as  much  as  cash  in  treasury,  125 
Tools  and  equipment  consumed, 

debited  when  worn  out  tools  are  presented,  139 

not  to  include  those,  the  specific  functions  of  which  can 
be  identified,  140 
Tools  and  equipment  in  use, 

details  of,  kept  on  subsidiary  card  record,  139 

forms  controlling  account  for  articles  issued,  139 

represent  articles  in  serviceable  condition,  139 
Totals,  registered, 

alone  affect  general  ledger  accounts,  30 

monthly,  of  goods  received  and  issued,  alone  are  posted, 
126 

of  cash  received  from  miscellaneous  sources,  35 

of  collections,  obtained  through  accrual  registers,  98,  102 

of  column  in  invoice  or  voucher  register,  charged  monthly, 
84 

of  contracts  awarded  and  orders  issued,  entries  for,  31,  35 

of  expenditures,  for  proving  accounts,  117 

of  invoices  showing  deliveries,  entries  for,  33,  36 

of  taxes  collected,  entries  for,  35 

of  vouchers  approved,  entries  for,  32,  36 
Transfers  provide  for  salary  modifications,  149 
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Treasurer, 

cash  account  of,  debited  from  receipt  voucher,  97 
example  of  daily  report  to,  of  money  collected   (Exhibit 

16),  98,  99 
receipt  voucher  sent  daily  to,  by   collecting  agent,  97 
transmits     receipt     voucher     to     chief     financial     officer, 

97 
Trial  balance, 
defined,  24 

contrasted  with  balance  sheet,  12 
monthly,  desirable,  187 
of  stores  ledger,  value  of,  187 
of  subsidiary  record  of  expenses,  must  agree  with  balance 

of  controlling  account,  84,  117 
of   subsidiary   record  of   revenues,  to  be  taken  monthly, 

102 
taken  to  prove  general  ledger  accounts,  120 
Triplicate  copies, 
of  tax  bills,  99 
of  tax  rolls  adopted  by  New  York  City  from  Philadelphia, 

99 
Trust  fund  balance  sheet, 
explanation  of,  72 

for  Montclair,  X.  J.   (Exhibit  29),  210,  211 
illustration  of  (Exhibit  13),  72,  73 
shown  in  summary  consolidated  balance  sheet,  72 
supporting  schedule  for  Montclair,  N.  J.  (Schedule  "I"), 

218 
.Trust  funds,  ch.  V. 

appear  as  "reserves"  in  trust  fund  balance  sheet,  73 
procedure  when  income  of,  is  designated  for  specific  pur- 
pose, 73 
provisions  for  obligations  maturing  in,  180 
receive  unclaimed  salaries  and  wages,  73 
transactions  of  each  cash  account  in,  179 
Typography  in  reports,  importance  of,  169 
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Unapplied  (net  cash)  balance, 

credited  when  sinking  fund  installments  are  paid,  70,  71 

credited  when  vouchers  are  approved,  32,  36,  119 

debited  when  cash  is  received,  30,  35 

debited  when  collections  from  assessments  are  received,  60 

debited  when  loan  is  made  in  anticipation  of  taxes,  34,  36 

established  for  double  entry  equation,  30 

not  readily  kept  by  individual  department,  122 

represents  check  book  balance  in  fund  group,  30 

represents   difference  between  cash  on  hand  and  immedi- 
ate demands  for  cash,  38 

represents  surplus  cash,  39 

resource  to  meet  authorizations,  16,  30 

shows  only  cash  available  for  liabilities  not  yet  matured,  32 
Uncollected   revenues.     See  Revenues  Uncollected. 
Uncollected  taxes.     See  Taxes  Uncollected. 
Uncollectible  taxes,  provision  for,  37 

Uncommitted  balance  of  the  general  account,  how  obtained,  40 
Unencumbered    balances    (of   authorizations    to    incur   liabili- 
ties), 

details  of,  how  carried,  38 

how  ascertained,  116 

opposed  by  resources,  actual  and  prospective,  38 

payrolls  not  to  exceed,  153 

shown  by  fund  accounts,  27 

to  be  known,  15 

to  be  shown  in  monthly  statements,  186 
Unexpended  balance, 

of  appropriations,  how  ascertained,  116 

of  appropriations,  shown  by  fund  accounts,  27 

of  appropriations,  to  be  shown,  15,  186 

of  appropriations,  wrongly  classed  as  liabilities,  19 

of  monthly  salary  schedules,  to  revert  to  general  fund,  149 

of  schedule  line,  shown  on  payrolls,  151 
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Unit  basis  of  cost, 

can  be  obtained  for  most  municipal  activities,  87 

necessary  for  comparison,  6 
Unit  costs, 

ascertained  from  expenses,  not  disbursements,  7 

desirable  in  reports,  165 

how  obtained,  86 

in  driving  tunnel  heading,  U.  S.  Reclamation  Service  (Ex- 
hibit 25),  173 

in  U.  S.  Reclamation  Service  reports,  87,  172 

locate  waste,  85 

monthly,  7 

of  operating  corrals,  U.  S.  Reclamation  Service   (Exhibit 
27),  174,  175 

of  operating  mess  houses,  U.  S.  Reclamation  Service  (Ex- 
hibit 26),  174,  175 

of  operation  of  automobile  (Exhibit  28),  177 

physical  records  necessary  for,  85 

results  of  comparison  of,  86 

should  be  developed,  81 
United  States  Reclamation  Service, 

accounting  system  of,  provides  for  depreciation,  5T 

comparative  average  of  unit  cost  in  operating  mess  houses 
(Exhibit  26),  174,  175 

comparative    average   of   unit   cost    of   operating   corrals 
(Exhibit  27),  174,  175 

expenditure  and  cost  accounts  of,  show  unit  costs,  87 

monthly  cost   report  in  excavating   tunnel    (Exhibit    25), 
173,  174 

monthly  cost  report  of  automobile  (Exhibit  28),  177,  178 

reports  of,  172 
Unit  of  result.    See  also  Job  Costs. 

how  arrived  at,  80 

to  be  compared  with  expenses,  187 
Unit  of  service, 

as  index  of  individual  skill,  145 
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Unit  of  service   (Continued) ^ 

cost  of  government  best  shown  by  cost  of,  85 

requisite  in  proper  system  of  accomiting,  197 
Unit  of  work.     See  Work  Units;  Unit  of  Service. 
Unit  price  contracts  do  not  constitute  encumbrances,  114 
Unit  principle,  for  subsidiary  record,  explained,  84 
Unit  rates,  in  reports,  160,  165 
Unrealized  balance   of  estimated  receipts   from  miscellaneous 

revenues,  treatment  of,  16 
Unused  funds,  often  dissipated,  150 
Upkeep,  property  account  gives  information  about,  53 
Use  of  reports, 

by  public  officer,  ch.  XI. 

illustrations  of,  182 


Vacancies,  use  of,  at  election  time,  150 

Valuation  of  permanent  properties  at  cost  or  present  value,  $5 

Value, 

money,  method  of  establishing  for  stores,  131 

of  individual  services,  how  judged,  144 

of  local  advisory  committees  in  reorganization  work,  199 

of  manual  of  accounting  procedure,  198 

of  promptness  in  reports,  161 

of  stores  dispensed,  how  entered,  129,  130 

of  stores,  reason  for  reporting,  134 

relative,  of  supplies,  determined  by  methods  of  purchaa- 
ing,  197 
Vendor, 

holds  best  evidence  of  expense  transactions,  93 

receives  two  copies  of  order,  109 

should  deliver  invoices  with  goods  promptly,  110 
Verification, 

of  certifications  by  independent  inspection,  106 

of  claims,  necessity  for,  112 
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Verification   (Continued), 

of  correctness  of  posting,  etc.,  necessity  for,  115 

of  payrolls  by  comptroller,  151 

of  prices  and  calculations  of  invoices,  110 

of  quantity  and  quality  of  goods  received,  109 

of  service  records  of  employees,  142 
Vouchering, 

of  claims,  reorganization  methods  in,  195 

of  invoices  by  separate  departments,  in  New  York  City, 
184 

of  invoices,  delays  in,  107,  183 
Voucher  register, 

column  for  all  transactions  to  be  entered  chronologically 
in,  84 

columns  for  readjustment  in,  33 

entries   for,  when  same  as  invoice  register,  33 

entries  from  total  of,  118 

monthly  total  of  chronological  entries  in,  to  be  posted  to 
ledger,  84 

vouchers    registered  in,   115 
Vouchers, 

amounts  of,  may  differ  from  estimated  amounts  of  con- 
tracts and  orders,  33 

approved,  amount  of,  should  be  known,  15 

approved  for  payment,  entries  for,  33,  36 

certification  of,  110 

entries   for,  in  general  ledger,  39 

entries  when  invoices  serve  as,  33 

for  capital  expenditures  included  in  capital  account  bal- 
ance sheet,  47 

for  contracts,  113 

for  payrolls,  155 

numbered,    registered,  and  amounts  entered  in   fund  ac- 
counts, 115 

receipt.     See  Receipt  Voucher. 

report  of,  for  which  checks  have  not  been  drawn,  184 
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Vouchers   (Continued), 

signed  after  appropriation   only,  14 

to  be  cross  referenced  against  contracts  and  orders,  118, 
183 

withheld,  to  be  reported,  186 
Vouchers   paid  register  or  cash  book   may  liquidate  invoices 

registered  in  accounts  payable,  33 
Vouchers  payable, 

account  of,  may  be  avoided,  33 

audited,  relation  of,  to  unapplied   (net  cash)   balance,  39 

credited  when   sinking  fund  installments  are  paid,  70,  71 

credited  when  vouchers  are  approved,  32,  36 

set  up  from  total  of  voucher  register,  118 


W 

Wages  or  salaries, 

accrued,  how  charged  to  show  job  costs,  80 

unclaimed,  how  treated,  73 
Warrants, 

amounts  of,  paid  and  outstanding  against  each  appropria- 
tion, 28 

payable.     See  Vouchers  Payable. 
Waste, 

located  through  unit  costs,  85 

prevented  through  stores  control,  124 
Water  revenues,  permitted  to  cumulate,  93 
Water  Supply,  Gas  and  Electricity,  Department  of, 

form  of  payroll  voucher  in   (Exhibit  24),  154,  155 

form  of  stores  ledger  used  by  (Exhibit  21),  126,  127 

form  of  time  and  service  record  in  (Exhibit  23),  148,  149 

form  of  weekly  time  report  in   (Exhibit  22),  146,  147 
Weekly  payrolls,  paid  in  cash,  156 
Weekly  pro  rata  allowance.    See  Pro  Rata  Allowance. 
Weekly  time  report,  example  of  (Exhibit  22),  146,  147 
Work  costs,  requisite  in  proper  system  of  accounting,  197 
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Working  capital,  defined,  2S 
Work  performed, 

record  of,  necessary,  144 

units  of,  145 
Work  reports,  give  job  apportionment  for  materials,  81 
Work  units, 

examples  of,  145,  146 

necessary  in  proper  system  of  accounting,  19T 

necessity  for,  145 

used  to  obtain  unit  costs,  86 


Y 

Yearly  reports.    See  Reports,  Annual 

(4) 
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